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ON THE HUNT FOR MORE LOANS? 
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* * * HERE’S A WAY to find new sound loan business: Check your custom- 
ers’ balance sheets for those listing large inventories of raw materials or fin- 
ished goods. You can make good loans, with such inventories as collateral 
(hypothecated to your Bank through Lawrence field warehouse receipts, the 
inventories remaining on the customers’ premises). These loans release working 
capital and enable your customers to make advantageous purchases, take 


discounts and further their business activities. Write for descriptive booklets 


LAWRENCE SYSTEM fc watcheusing 


FOR BANK LOANS AGAINST INVENTORY 











Buffalo - Boston - Philadelphia - Kansas City, Mo « St. Louis - New Orleans « Charlotte, N.C + Jacksonville, Fia. 


sa New York: 72 Wall St + Chicago: ] No. LaSalle St + San Francisco: 37 Drumm St « Los Angeles: W. P. Story Bldg. 
Minneapolis + Dallas + Houston - Denver + Fresno + Portland, Oregon + Seattle » Spokane + Honolulu 
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From India 


Sins: I received yesterday the 25th 
Anniversary Issue of The Burroughs Clear- 
ing House, sent to me in my capacity of 
© Secretary to The Imperial Tobacco Com- 

pany of India Limited, Calcutta. 

Although we in India are not directly 

© concerned in many of the problems so ably 

discussed, I have always found your articles 

and advertisements of great interest and 

have welcomed the assistance you give 

© those desiring to keep in touch with busi- 
ness in the United States. 

I extend the sincere hope that your 
magazine will continue its successful course. 

A. H. DAvIEs, 
12, Paul Mansions, 
Calcutta 
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) Savings and Loan Institute 


Sirs: Three years ago an experiment 
© in savings and loan educational activities 
i was attempted when the various New 
| England chapters of the American Savings 
Sand Loan Institute staged an All New 

England Conference in Boston, designed 
S primarily for the junior executives and 
4 clerks in the business. 
> Recently, at the fourth such conference, 
© now an annual event, nearly three hundred 
‘institute members and friends gathered at 
> the Hotel Kenmore in Boston. 
» The American Savings and Loan Insti- 
| tute is, one might say, the sister organiza- 
tion of the American Institute of Banking, 
} as you probably know. We have more than 
13,500 members from co-operative banks 
» and savings and loan associations. 

It seems to me that now, more than 
ever before, it is highly important to give 
} support and encouragement to such educa- 
} tional programs in the banking world. 

» Francis E. INGALts, District Governor, 
American Savings & Loan Institute, 
and Assistant Treasurer, 
Lincoln Co-operative Bank, 
Lynn, Massachusetts 
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Timely A. I. B. Activities 


Sirs: A new type American Institute 
of Banking meeting was inaugurated by 
the Richmond, Virginia, chapter on January 
15 when the first of a series of several forum 
» discussions for the current season was held. 
) The general theme of the first forum was 
) built around pemnne problems and public 
‘relations with particular emphasis on the 
part that banking is playing in defense. 
> R.J. Jones, Publicity Chairman, 
American Institute of Banking, 
‘ Richmond, Virginia 
3 
>. Sins: The American Institute of Bank- 
») ingin Los Angeles recently scheduled a series 
|of nine lectures on “Wartime Economic 
§ Viewpoints.” 
S GroRGE HoEDINGHAUS, 
“xecutive Secretary, 
American Institute of Banking, 
Los Angeles, California 





Sirs Brigadier General Lewis B. Her- 


“ee ta enn Raat 


shey, director of the selective service sys- 
tem was scheduled as the principal speaker 
: “ the 59th annual banquet of the Phila- 
elphia Chapter of the American Institute 
“i ing to be held March 14. 


: ‘NELSON, Chairman, 

i ublicity Committee, 

5 \merican Institute of Banking, 
Philadelphia, Pennsylvania 
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Onder Your 1942 BLUE BOOK 











Protect your operating efficiency—assure yourself 
of increased profits through minimum operating costs 
by constant use il 


» RAND M<‘NALLY BANKERS DIRECTORY 


(The standard Bank Directory for 70 years) 


First 1942 Edition ready for delivery 


The ONLY complete, 100% accurate bank reference book 
. . . the ONLY directory that breaks down every statement 
11 ways, for quick reference and intelligent comparison. 
2,616 pages of indispensable banking information. 


SPECIAL SECTIONS 


DIRECTORS LIST—A complete list of the Directors of all United States and Canadian 
banks. 


DISCONTINUED BANK TITLES—A 5-year list of bank titles that have been discon- 
tinued because of failure, liquidation, mergers, consolidations, etc. 


TRANSIT NUMBERS—Arranged in numerical order with explanation of System 
including map. 
LAWS—A digest of the banking and commer- 


cial laws of each state in the U. S., and each 
Province of Canada. 


ACCESSIBLE BANKING POINTS—The nearest 
banking point to non-bank towns. 


INVESTMENT BANKERS ASSN.—Complete list 
of members and officers. 


CANADIAN BANKS—A complete list of Cana- 
dian banks, with statements and _ principal 
officers. 


FOREIGN BANKS—A complete list of Foreign 
banks with latest available statement and 
principal officers. 








The BLUE BOOK is the 
Official Numbering 
Agent of the 


RAND MSNALLY aw COMPANY | "Kxcccanon 


536 S. Clark Street Chicago, Illinois 
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FOOD FOR 
FREEDOM 


PROGRAM 


gr <ccte ' 


AMERICAN BAY 


Financne... 
Koop-FOR-KREEDOM 


“An opportunity for banks serving agriculture to render a service 
which combines a patriotic duty and a good business opportunity” 


NLY a few months ago, the 
agricultural problem was one of 
holding down production. To- 

day, the problem is one of promoting 
increased production. Out of this has 
come the food-for-freedom program: as 


the farmers’ part in the national 
emergency. 

What this program means to the war 
effort, and what it means to the com- 
mercial banks of the country was 


covered fully at the credit clinic of the 
American Bankers Association held 
early last month in New York City. 
At that time the increased goals for 
Various farm products were defined, a 
nation-wide food-for-freedom banker 
committee was announced with C. W. 
Bailey as chairman, and plans and 


policies for banks to follow under the 
program were suggested by banker 
members of the association. (For 
“Food Production Goals for 1942,” 
see pages 12 and 13. For ‘“‘Bank Credit 
in The Food Program,” see page 14.) 

President Henry W. Koeneke an- 
nounced the program itself. ‘“Increas- 
ing farm production will mean in- 
creased need for agricultural credit,” 
he said. “In this need there lies an 
opportunity for banks serving agricul- 
ture to render a service which com- 
bines a patriotic duty and a good busi- 
ness opportunity.” 

Mr. Koeneke revealed that for 
weeks the association’s agricultural 
commission, headed by Otis A. Thomp- 
son, chairman, and A. G. Brown, direc- 





tor, had been engaged in the organiza- 
tion of the program and in the prepara- 
tion of factual information in the form 
of a booklet, ““How Banks Can Assist 
in the Food for Freedom Program.” 
The purpose of the booklet, according 
to the commission and to President 
Koeneke and Executive Manager 
Harold Stonier, is to make available 
the material “‘necessary to the success 
of this urgent, vital effort on a new 
American front.” 


*Back row, left to right: F. S. Hurd, W. W. 


Campbell, Charles T. O’Neill, Paul M. Jones, 
E. L. Boston, Jesse W. Tapp, Elford H. Morison, 
R. M. DePuy. Front row, left to right: Kenneth 
J. McDonald, C. W. Bailey, W. L. Hemingway, 
H. W. Koeneke, Otis A. Thompson, A. G. Brown, 
Harold Stonier. 








RIOR to the war, Great Britain 

imported over 60 per cent of its 

food requirements. The occupa- 
tion of the Continent shut off the 
usual supplies of such important items 
as butter, eggs, and bacon which were 
largely supplied by Denmark and 
Holland. Australia and New Zealand, 
other important sources of food, are so 
distant that fewer trips can be made 
than on the North American trade 
routes. 

Late in 1940, there were indications 
that our farmers would be reducing 
their production of hogs just at the 
time when it was known that England 
would need to import some of our 
production. Asa result of the program 
put on by the department to encourage 
farmers to change this trend, farmers 
increased their hog production in the 
spring of 1941. In April, 1941, the 
department declared the need for 
more milk products, eggs, pork, lard, 
and tomatoes and announced definite 
prices or levels at which the depart- 
ment would support prices. Later, in 


September of last year, as the demands 
for additional food under the lend- 
lease arrangements continued to in- 
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Koop Propuction 


Goats ror 1942 


By 


NORMAN 


J. WALL 


Head of the Division of Agricultural Finance, Bureau of Agricultural 
Economics, U. S. Department of Agriculture, Washington, D. C. 


As presented at the recent A.B.A. credit clinic in 
New York City, here are increased farm production 
goals established by the Department of Agriculture 


crease, the department, after very 
careful study, formulated production 
goals to be attained for each crop in 
1942. After Pearl Harbor, however, 
these goals had to be completely re- 
vised. Again, it was necessary to 
raise our sights and call upon farmers 
to expand production even further. 
The size of the production job facing 
farmers is indicated by the fact that 
the production of all farm commodities, 
with only a few exceptions, is to be 
increased in 1942. Wheat acreage is 
decreased and hay production remains 
the same. Total fruit production and 


production of canning vegetables, other 
than peas and tomatoes, also are about 
the same as in 1941. 

Not only the production goals, but 
the obstacles in the way of reaching 
them, are more formidable now. Local 
shortages of farm labor, machinery. 
and production supplies will become 
more serious. For this reason, Secre- 
tary Wickard has warned, “‘For wheat, 
cotton, and tobacco the goals should 
not be exceeded. To do so would 
waste precious labor and _ supplies. 
For the other commodities, if farmers 
are able to exceed the goals and proces- 


National agricultural goals for 1942 call for the greatest production in the history of An 
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CLAUDE R. WICKARD, Secretary of Agriculture 











NORMAN J. WALL 


Adequate financing held vital to the success of the program 


sors can handle the products, 
Nation’s interest would be served.” 
The effect of the developments in the 
Far East in shutting off the more than 
a billion and a half pounds of essential 
fats and oils imported annually is to 
call for huge increases in the produc- 
tion of our own domestic oil-bearing 
crops such as soy beans, peanuts, and 
flaxseed. For soy beans, the revised 
goal for 1942 production is 9,000,000 
acres or 54 per cent in excess of the 
1941 acreage. For peanuts, the revised 
1942 production goal is 5,000,000 
acres, or 155 per cent over 1941. About 


the 


ture. 


3,400,000 acres of peanuts for oil, and 
1,600,000 acres for nuts will be the 
goal in 1942. The 1942 goal for flax- 
seed calls for 4,500,000 acres of flax, 
an increase of 34 per cent over 1941. 

Maximum production within the 
limits of good management is desired 
in the case of naval stores products. 
The goal for 1942 is 114 million barrels 
of rosin and 450,000 barrels of turpen- 
tine, 58 per cent above the 1941 pro- 
duction. 

The goal for corn is raised to between 
92.5 and 95 million acres, or about 
8 per cent over 1941, in order to feed 


13 


more and fatter hogs and increase 
dairy and poultry production. Corn 
acreage allotments are raised 10 per 
cent, and there will be no marketing 
quotas on corn this year. In order to 
have more feed, corn producers in the 
commercial area may plant up to 130 
per cent of their allotted acreage 
without reduction in the AAA pay- 
ment other than that on corn. This 
will be especially helpful in the dairy 
regions. 


ELEASE of Government -owned 
wheat for conversion into live stock 
and poultry feed has expanded feed sup- 
plies in certain areas as well as provided 
storage space for the new wheat crop. 
The sale of corn by Commodity Credit 
Corporation to processors for produc- 
tion of alcohol will conserve sugar and 
molasses and provide additional sup- 
plies of by-products for feeding and 
for the manufacture of mixed feeds. 
Numbers of hogs and chickens on 
farms have increased so greatly since 
the first goals were announced in 
September that the revised goal for 
hogs marketed in 1942 has been raised 
to 83 million head, and for eggs, to 
4.2 billion dozen. In each case the 
increase is almost 15 per cent above 
1941. In addition to these goals, 
slaughter of chickens and turkeys 10 
per cent above 1941, and of beef cattle 
and calves 8 per cent above last year, 
is expected in 1942. Slaughter of 
sheep and lambs in 1942 will be only 
slightly above 1941. Efficient shearing 
of all wool possible will be needed to 
meet the 1942 goal for wool, set at 5 
per cent above last year. 
Because of ample supplies, 


See PRODUCTION GOALS—Page 34 


1942 


This pictorial chart discloses the relative increases and decreases desired over last year 
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Giles H. Miller, Jr., Cashier, 
Culpeper National Bank, 
Culpeper, Virginia 








HE wartime job of food produc- 

tion cannot be undertaken blindly 

or without a well planned pro- 
gram which will prove adequate for 
our needs, a program planned with 
skill and knowledge that can be 
speedily put into practice. 

Our Department of Agriculture has 
developed such a program and has 
established these agricultural goals, 
the realization of which will take care 
of our needs and those of our allies 
during this year. 

It is not only desirable, but seems 
to me almost necessary, in view of our 
present financial situation, that the 
increase in agricultural production be 
made with credit provided in such a 
manner as not to increase costs need- 
lessly and to avoid, as far as possible, 
inflation and inflationary farm values. 

Farming, like a good many other 

types of business has undergone much 
change. 
’ [| wonder if we, as bankers, have 
fully realized this development, and if 
we have changed our policies and 
services to keep abreast of this prog- 
ress? Or have we been following the 
same policies and extending farm credit 
in the same way, just as was done 
years ago? Farmers of this country 
are today getting their short and inter- 
mediate term credit principally from 
three sources: 20 per cent from banks; 
14 per cent from government sponsored 
agencies; 66 per cent from merchants, 
dealers and others. 

These figures will, I believe, point 
out to us that here are loans available 
for commercial banks that are going 
elsewhere, and in many instances at a 


































Bank CREDIT IN 


“LHe Koop ProcRAM 


Bankers at the credit clinic emphasized the vital 
importance of meeting the credit needs of farmers, 
who face a formidable production job in attaining 
the food-for-freedom goals. 


some bank lending policies may have to be revised 
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situation, I am firmly convinced that 
we are going to have to take our banks 
to the farmer instead of sitting behind 
our desks waiting for him to come 
to us. 

If you have no officer who is trained 








lt is suggested that along farming and farm credit lines, Nev 
secure, if possible, a man trained in Age 
agricultural credit and place him in In 
charge of the bank’s farm credit ties 
department. If such a man is not soon 
greater cost to the farmer. They ate hg = cd pages: aboli 
suggest alsd that if banks share in the pa d © a cmp aba? Ps 4 a such. 
amount of credit expected to be re- field + “ ary! or a av; the hous 
quired, only in proportion to the “© hg ; one din = ic .- * ities 
figures as given, we will play only a Capacsy r vford i. ins i og r inde} 
minor role in this program. a a oe eee 2 oe Al 
time man to assume those duties, 
+ ° + vena” : Loar 
endeavor if possible to draft one of ie | 
Frank N. Gans, Cashier, ee va Saas to ag oo sak are 
The Weston National Bank, aimee iinet h is + y oa i pora 
Weston, West Virginia 2 oe, ee oe affili 
of as much detail work as possible. rage 
There is much work to be done and As soon as your farm credit man has pies 
no time to spare. been selected, have him get in touch U 
As I view this present farm credit See FARM CREDIT POLICIES—Page 32 tion: 
unit 
: : into 
Purpose : To organize bank support for larger farm production Adn 
Loa 
Fed 
. . Eac 
Bankers’ Food-for-Freedom Committee a 
President H. W. Koeneke of the American Bankers Association has appointed the 
the following committee, consisting of one member from each Federal Reserve Bla 
District, to co-ordinate the bankers’ part in the Food-for-Freedom program. tor 
Cc. W. BAILEY, Chairman p T 
President, First National Bank, Clarksville, Tennessee tion 
ELFORD H. MORISON, Secretary-Treasurer and Trust Officer, Wilton Trust Company, to 
Wilton, Maine has 
WILLIAM J. KINNAMON, Cashier, Hunterdon County National Bank, Flemington, New Jersey tor, 
JOHN C. TRUXAL, Vice-president and Trust Officer, Lancaster County National Bank, Fec 
Lancaster, Pennsylvania oth 
PAUL M. JONES, Assistant Cashier, Old Phoenix National Bank, Medina, Ohio this 
CHARLES T. O’NEILL, Vice-president and Trust Officer, National Bank and Trust Com- 7 
pany, Charlottesville, Virginia Ad 
KENNETH J. McDONALD, President, Iowa Trust and Savings Bank, Estherville, lowa Sins 
W. W. CAMPBELL, President, National Bank of Eastern Arkansas, Forrest City, Arkansas Ba 
R. M. DePUY, Vice-president and Manager, Northwest Security National Bank of Sioux Falls, bos 
Brookings, South Dakota “y 
F. S. HURD, Chairman of the Board, First National Bank, Broken Arrow, Oklahoma > 
E. L. BOSTON, Vice-president, First National Bank, Angleton, Texas he 
JESSE W. TAPP, Vice-president, Bank of America N. T. and S. A., San Francisco, California t € 
mu 
These committee members will call meetings in their respective districts to dis- fou 
seminate information as to the part banks can play in financing and otherwise : a 
assisting the Food-for-Freedom program. H 
Jr. 

















nN 


10t 


jan 
the 
ory 


ull- 
les, 

of 
na 
“ith 


im 


has 
uch 


__| 





THE BURROUGHS CLEARING HOUSE—April, 1942 


Banking as Viewed 
trom \WasHINGTON 


x *§ *§ * 


xk * &* *&* kK &* & * 


15 


x +*« * 


By HENRY D. RALPH, Washington Correspondent 


New National Housing 
Agency Created 


In a series of sweeping reorganiza- 
tion orders to streamline the govern- 
ment for war, President Roosevelt has 
abolished the Federal Loan Agency as 
such, and has created a new over-all 
housing agency consolidating the activ- 
ities formerly performed by sixteen 
independent government units. 

All non-housing units of the Federal 
Loan Agency have been transferred to 
the Department of Commerce. These 
are the Reconstruction Finance Cor- 
poration and its many subsidiary and 
affiliated financing corporations. There 
is expected to be no change in the 
activities and policies of these agencies. 

Under the reorganization the Na- 
tional Housing Agency becomes a large 
unit of the government. It is divided 
into three parts: the Federal Housing 
Administration, the Federal Home 
Loan Bank Administration, and the 
Federal Public Housing Authority. 
Each division is headed by a commis- 
sioner serving under the direction of 
the administrator of NHA, Jchn B. 
Blandford, Jr., formerly assistant direc- 
tor of the Bureau of the Budget. 

The Federal Housing Administra- 
tion continues without change, even as 
to name. Abner H. Ferguson, who 
has been Federal Housing Administra- 
tor, becomes commissioner of the 
Federal Housing Administration. No 
other activities have been placed in 
this division. 

The Federal Home Loan Bank 
Administration takes over all the func- 
tions of the old Federal Home Loan 
Bank Board without change, but the 
board itself has been abolished. John 
H. Fahey, chairman of the Home Loan 
Bank Board, becomes commissioner of 
the Federal Home Loan Bank <Ad- 
ministration. The jobs of the other 
four members of the board, namely, 
T.D. Webb, Fred W. Catlett, William 
H. Husband and Frank W. Hancock, 
Jr., have been terminated. The Federal 





JOHN B. BLANDFORD, JR., administrator, 
National Housing Agency 


Housing activities consolidated 


Home Loan Bank System continues 
without change under Governor James 
Twohy, and no changes are anticipated 
in the Federal Savings and Loan 
Insurance Corporation or the Home 
Owners’ Loan Corporation. 

The greatest change is in the crea- 
tion of the new Federal Public Housing 
Authority, since it absorbed activities 
which have been carried on by unre- 
lated agencies scattered through vari- 
ous parts of the government. Specifi- 
cally, the FPHA takes over the 
United States Housing Authority, 
Defense Homes Corporation, the non- 
farm housing work of the Farm Secu- 
rity Administration, Defense Homes 
Construction Section of the War 
Department, Defense Housing Unit 
of the Navy Department, Defense 
Homes Activities of the Federal Works 
Agency, Defense Homes Section of the 


Public Buildings Administration, the 
Mutual Ownership Defense Housing 
Division, and the Division of Defense 
Housing Construction. The new divi- 
sion is headed by Herbert Emmerich 
as commissioner, formerly executive 
secretary of the War Production 
Board. 

This consolidation of government 
housing activities into a single unit 
may prove to be of great significance 
to banks, savings and loan associations 
and other private financial institutions 
interested in home financing. In the 
past there has been, and probably 
always will be, a conflict of interest of 
those who believe that the construction 
of homes and apartment houses should 
be left entirely to private capital and 
those who favor the expenditure of 
public funds for various types of hous- 
ing projects and subsidies. The 
organization of the NHA recognizes 
this. However, all public housing con- 
struction whether slum clearance or 
providing emergency shelter for de- 
fense workers, will now be subject to 
the same general policy. 

The funds and appropriations of the 
various agencies consolidated into 
NHA are to be reallocated under the 
supervision of the Bureau of the 
Budget. It is expected that sub- 
stantial savings can be made by con- 
solidations and eliminating overhead, 
and through the merging of field 
offices. Some 20,000 employees are 
affected by formation of NHA, and it 
has been estimated that perhaps as 
many as 3,000 to 5,000 of these can 
be transferred to war jobs. 

Mr. Blandford, the new NHA ad- 
ministrator, was born in New York in 
1897. He was graduated from Stevens 
Institute of Technology with the 
degree of mechanical engineer and 
later studied public administration and 
became a staff member of the National 
Institute of Public Administration. 
During the first world war he served 
in the United States Naval Aviation 
Service. Before going with the Federal 
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NATIONAL HOUSING AGENCY 
(Administrator) 




























FEDERAL HOUSING ADMINISTRATION 


(Commissioner) 











FEDERAL HOME LOAN 
ADMINISTRATION (Commissioner) 























Includes Present Functions of: 
Federal Housing Administration 
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Department, and Farm Security Administration, 





Includes Present Functions of: 


Federal Home Loan Bank Board 

Federal Home Loan Bank System 

Federal Savings and Loan Insurance 
Corporation 

Home Owners’ Loan Corporation 

United States Housing Corporation 
(For Liquidation) 


“Such Defense Public Housing (except on Army and Navy Reservations) has heretofore been divided among the Federal Works Agency, United States 
Housing Authority, Public Buildings Administration, Division of Defense Housing, Mutual Ownership Defense Housing Division, War Department, Navy 




































Government, Mr. Blandford was Direc- 
tor of Public Safety of Cincinnati, 
Ohio, and Director of the Cincinnati 
Bureau of Municipal Research. Prior 
to that he was director of Govern- 
mental Research of the Newark, New 
Jersey, Chamber of Commerce, assist- 
ant to the city manager of Petersburg, 
Virginia, and engineer with the Texas 
Company in Texas and Virginia. In 
1933 Mr. Blandford went with the 
newly organized Tennessee Valley 
Authority and soon became its general 
manager. In 1939 President Roosevelt 
brought Mr. Blandford to Washington 
to be assistant director of the reorgan- 
ized Bureau of the Budget. 
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New Financing Plan Would 
Aid Smaller Plants 


A new plan to provide financial aid 
to small manufacturers participating 
in war production apparently has met 
general agreement in Congress and 
among administration officials. Legis- 
lation covering the plan calls for the 
creation of a “Smaller War Plants 
Corporation,” which would be under 
the general supervision of the War 
Production Board, to award loans 
and contracts simultaneously to small 
manufacturers not otherwise able to 
obtain either. 

The corporation would have capital 
stock of $100,000,000 subscribed to by 
the U. S. Treasury, and its directors 
would consist of the chairman of WPB, 
his special deputy in charge of small 
business, and three others appointed 
by the chairman. The corporation 
would take prime contracts directly 
from the Army and Navy but would 
mot engage in manufacturing itself. 









Chart shows organization of new housing agency, which assumes former functions of 16 independent government units 


Instead it would subcontract all of its 
work to small concerns in various parts 
of the country and would furnish them 
with whatever financial assistance they 
needed. 

This plan was evolved from a bill 
drafted by the special Senate com- 
mittee on problems of small] business 
which proposed to set up a small busi- 
ness section in WPB to obtain con- 
tracts for smaller concerns and to 
create the financing corporation as a 
subsidiary of the Reconstruction Fi- 
nance Corporation. 
came before the Senate banking and 














Proposed WPB agency would finance, obtain contracts for small business 


DONALD M. NELSON, chairman, War Production Board 
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Public Debt Limit Increased 
to $125,000,000,000 


Broad changes in the public debt and 
Treasury financing methods are au- 
thorized in new legislation virtually 
doubling the statutory debt limit and 
making a number of other amendments 
in laws governing Treasury operations. 

The debt limit is raised to $125 
billion with the stipulation that obliga- 
tions of government corporations are 
to be brought under the general Treas- 
ury debt. The limit was raised from 
$49 billion to $65 billion a little over a 
year ago, but Secretary Morgenthau 
told Congressional committees that 
budget plans made at that time did 
not contemplate the expenditures re- 
quired by all-out war effort. On the 
basis of present estimates the public 
debt will be in the neighborhood of 
$70.6 billion on June 30, 1942, and 
$110.4 billion one year later. 

The legislation also makes a num- 
ber of other changes which the Secre- 
tary asked to facilitate the Treasury’s 
financing operations. 

The Treasury is authorized to issue 
marketable securities on a discount 
basis or on a combination interest- 
bearing and discount basis, whereas 
at present it can issue marketable 
securities on a discount basis only with 
maturities of less than one year, and 
also it has authority to issue Defense 
Bonds on a discount basis. This addi- 
tional authority gives the Treasury 
more flexibility and permits it to 
design issues to conform more closely 
to the investment vequirements of 
particular classes of purchasers. 

In the discretion of the Secretary, 
the Treasury may accept for tax pay- 
ments any of its obligations which are 
redeemable on the demand of the 
owner. At present a security owner 
can sell such securities to the Treasury 
and use the cash to pay taxes, but a 
direct exchange will simplify this 
procedure. 

In future refundings of obligations 
of government agencies and instru- 
mentalities, the Treasury can make 
direct exchanges of its own obliga- 
tions. The Treasury has taken over 
the financing of such agencies but 
until now the only way it could refund 
their debts was to purchase the guaran- 
teed security and offer a new Treasury 
obligation to the seller. 

Language of old legislation has been 
clarified to permit the Treasury to buy 
any of its securities in the market at or 
before maturity out of proceeds of 
securities previously sold, instead of 
requiring the direct exchange of one 
security for another. 

The sale of Postal Savings Stamps 
at post offices will be terminated and 
Treasury Savings Stamps substituted. 
Outstanding Postal Savings Stamps 
will become a public debt obligation. 
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SECRETARY MORGENTHAJU, testifying before Senate committee 


New legislation doubles debt limit, facilitates Treasury financing 


A final provision removes the tax- 
exemption privileges on income from 
stock of Federal agencies and instru- 
mentalities, a matter overlooked when 
other government obligations were 
removed from the tax-exempt status 
last year. 

6 e @ 


Proposed Tax Would Hit 
Banks Heavily 


Commercial banks will be among 
corporations heavily hit by the forth- 
coming Revenue Act of 1942 if the 
final legislation takes the form sug- 
gested by Secretary of the Treasury 
Morgenthau. 

In outlining a program to raise some 
$7 billion annually in additional taxes, 
the Secretary proposed that about $3 
billion come from individual income 
taxes, $3 billion from corporation 
taxes, and the balance from miscel- 
laneous taxes and changes in adminis- 
trative provisions. The increase in 
corporation taxes would take two 
forms, a stiff increase in excess profits 
taxes and a special war surtax to 
absorb the present corporation surtax. 

It is this surtax which will affect 
banks particularly. The rate would 
be 31 per cent on corporations with 
incomes of $25,000 or more, whereas 
the present rate is 7 per cent. Smaller 
corporations would pay 16 per cent. 
No change whatever is proposed in the 
present normal corporation income 
taxes. Banks would suffer because 


income from governmental tax-exempt 
securities is not affected by the normal 
tax but is subject to surtaxes, and 
banks are heavy holders of tax-exempt 
securities. 

If this tax plan is adopted by Con- 
gress it will mean that banks will be 
able to retain smaller portions of their 
incomes for dividends, reserves, and 
the building up of capital accounts. 
This could be a serious problem at a 
time when interest rates are low, when 
deposits are growing, and when there 
is increasing pressure from _ super- 
visory authorities for banks to build 
up ratios of capital to deposits. Other 
types of corporations would not be 
affected so seriously because the new 
taxes are increases in old levies, but in 
the case of banks the entire increase 
comes out of a class of income which 
has largely been exempt from taxation 
and cannot be increased, and to which 
banks have adjusted their operating 
expenses. 

In addition to this proposal to in- 
crease the surtax on income from tax- 
exempt securities, the Treasury asks 
Congress to impose normal taxes on 
income from state and local securities 
heretofore exempt, both future and 
outstanding issues. Secretary Morgen- 
thau proposes to tax the income from 
all outstanding issues except where 
they contain specific tax-exempt con- 
tracts. 

No excise tax on bank checks is 
proposed by the Treasury, and it is 
not likely that Congress will write such 
a provision into the new law. 
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Toit president of a small bank, 
with deposits of $1,000,000, was 
frank about it. 

“So far as internal audit is con- 
cerned,” he admitted, “‘we’re living on 
borrowed time. We know we need it. 
We have seen what it has done in 
other banks in preventing irregulari- 
ties and defalcations before they hap- 
pen and in uncovering them promptly 
when they do happen. We have been 
unusually lucky in that we have had 
no such troubles and we realize that 
every month we put off developing an 
internal audit system brings us closer 
to an unpleasant incident that is per- 
haps long overdue. But the obstacles 
to setting up an internal audit in a 
bank like ours are formidable, to say 
the least. They account for its being 
ignored in many small banks.”’ 

Just how many small banks he 
spoke for he didn’t say, but it’s true 
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lhe Small Bank's 


Avupit PRoBLEM 


By 
WALTER F. MURRAY 


Cashier, The Peoples National Bank of Norristown 
Norristown, Pennsylvania 


Executive officers of small banks face the problem 


of obtaining some kind of an audit over operations, 


yet their budgets will not permit the employment of 


a full-time auditor. 


that a surprisingly large number of 
banks with deposits from $500,000 to 
$3,000,000 are dealing with the prob- 
lem by not dealing with it at all. 

The president of the bank was right, 


Here is a practical solution 


too, in saying that the obstacles are 
formidable. They are indeed, and 
some of them may become more so as 
the war goes on. Chiefly, they arise 





from problems of personnel and ex- 


For the small bank whose budget does not permit a full-time auditor, one solution is to assig 
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Suggested Apportionment of Auditing Duties in a Small Bank 


Cashier 


Check exceptions on reconcilements of Due from Banks. 


. Collect monthly reports of the other employees and, after 


checking these reports, present them to the president with a 
summary report. 


. Prove accruals quarterly in collaboration with the assistant 


cashier and accountant (general ledger bookkeeper). 


. Once a year present demand and real estate loans to a com- 


mittee for review. 


Assistant Cashier 


Once a month prove cash and cash items in collaboration with * 


accountant. 

Inspect return items for several days following audit of cash. 
Audit Exchange for Clearings quarterly. 

Prove accruals and notes quarterly in collaboration with 
cashier and accountant. 

Check quarterly statements to mortgagors showing use of 
monthly payments. 


. Check, in collaboration with accountant, all sales and pur- 


chases of securities with brokers’ slips for adequacy of price, etc. 
List monthly proof of suspense and follow-up. 

List for several days each month all checks cashed for non- 
customers and check on charges for cashing such checks. 


. Test-check, once each month, cashier’s check register on 


service charges for issuance to non-customers. 

Check semi-annually the safe-keeping records for service 
charges. 

Check stock register each month for charges on stock trans- 
actions for customers. 


12. In connection with accrual proof, check interest calculations 
and billings before mailing. 


Accountant (General Ledger Bookkeeper) 
DAILY: 


1. Add note totals on register and check to general ledger. 

2. Add interest and discount received on register to check with 
general ledger. 

Inspect notes for official initials as to genuineness. 

Check each day’s renewals with committee recommendations. 
Report all differences in tellers’ cash to the president. 
Check overdue notes for late charges to service charge control. 
Check minimum discount charges to service charge control. 
. Inspect all charges to expense for official approval. 


ONCE EACH WEEK: 


1. Test-check from savings tellers’ records to Note Department, 
payments on mortgage loans, escrow payments, payments on 
FHA mortgages, etc. 

2. Check accrual records to ascertain if the principal amounts 
being accrued upon agree with the general ledger controls. 


MONTHLY: 


Reconcile ‘‘Due from Banks’”’ account. 

Reconcile ‘‘Due to Banks” account. 

Reconcile ‘‘Federal Reserve Bank’’ account. 

List trial balance of individual ledgers. 

Test-check signatures on two day’s savings withdrawals. 
Count cash and cash items in collaboration with assistant 
cashier. 

Check entries to reserve accounts with offsetting entries. 
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pense. 
being what they are, the staff of such 
a bank includes only the necessary 
number of employees and no more. 
Viewed in terms of operating expense, 
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President T. ALLEN GLENN, Jr. 


The president receives reports summarizing monthly auditing operations 


Small bank salary budgets 


most small banks. 


Cashier WALTER F. MURRAY 


the employment of a full-time auditor 
is probably out of the question for 
Rarely is it practi- 
cable, either, to take an officer or 
employee off his present work to 


devote all his time to auditing. In a 
bank employing from six to twelve 
people, for example, there’s not much 
room for flexibility of job assignments. 

Briefly put, the internal auditing of 
a typical small bank must be done by 
the existing personnel and without 
payroll expansion. Fortunately, with 
efficient systematizing and intelligent 
supervision, it can be accomplished in 
most cases. In some banks, however, 
the installation of an internal audit 
will necessitate adding one or more 
new employees. 


IF the budget will not permit taking 

on an additional employee for the 
purpose of the internal audit and if no 
member of the staff can be taken off 
his present work to devote full time to 
it, how is the audit to be operated at 
all? 

A number of small banks have found 
the answer to that puzzling question 
by having all present employees work 
on the audit. 

If certain audit operations are per- 
formed by the bank’s president, others 
by the cashier, still others by the 
tellers, and so on through the entire 
personnel, no one person is over- 
burdened and there is no increase in 
the bank’s operating expense. What 
is needed is an adequate and well 
adapted auditing plan and careful 
training of personnel. 

Organizing such an auditing set-up 


s auditing functions to members of the staff, who file monthly reports as to the work performed 








Check rents received on Other Real Estate from ledger cards 
in Savings Department to general books. 

Reconcile brokers’ monthly statements on all sales and pur- 
chases of securities owned by the bank. 


» QUARTERLY: 


1, 
B 2. 


3 
a 4. 


3. 


Prove accruals in collaboration with assistant cashier. 

List independent unannounced trial balance of notes and at 
the same time check notes for official initials. 

List independent unannounced trial balance of liability ledger. 
Prove securities ledger and inspect for interest and dividend 
credits. 

List outstanding cashier’s checks and certified checks and 
check with general ledger control. 


AT LEAST ONCE SEMI-ANNUALLY: 


is 
2. 


3. 
4. 


~- 
6. 


List trial balance on dormant checking and savings ledgers. 
List unannounced trial balance on individual checking ac- 
count ledger. 

List trial balance on savings ledgers. 

Intercept incoming collections in Mail Department for period 
of one week and follow through. 

Check all savings interest credits over $25. 

Test-check posting of savings interest. 


DUTIES OF CONTINUOUS NATURE: 


- 
2. 


Witness all deposits and withdrawals of collateral. 

Check minutes of Board of Directors for approval of all sales 
and purchases of securities and for approval of all charged-off 
entries. 

Check with broker’s statement all entries in connection with 
the sale or purchase of securities for adequacy of price, etc. 
Check all entries in connection with the sale or acquisition of 
Other Real Estate, using agreements of sale, settlement certifi- 
cates, mortgage papers, statements of the cost of acquisition. 


_ 
. 
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Note Teller 





. Take into custody all statements on check accounts immedi- 


ately after they are prepared at the end of the month. The 
statements shall remain in his custody until mailed or de- 
livered to customers, and meanwhile. he shall keep them 
under lock and key. 


Proof or Transit Clerk 


. Inspect all cashier’s checks for signatures, endorsements, 


dates, etc. 


. Inspect all certified checks for official certifications. 
. Inspect all deposit tickets for dates, as an audit on deposits 


being held over without official approval. 


Teller No. 1 
Teller No. 2 


Certified check register and cashier’s check register. 
Put through monthly charges for night depository service. 


. Accruals. 


Relief Teller, Savings Department 


. Check savings teller’s interest calculations and change his 


figures from pencil to ink. 


Bookkeeper 


. Report to the president all overdrafts each day. 
. Watch for any ante-dated deposited tickets. 


Posting Clerk 


Initial each day’s overdraft report of the bookkeeper as to 
correctness. 
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Sample of Yearly Auditing Schedule 
Such a schedule, setting up specific times for the various audits, 
has many advantages if arranged with seasonal work peaks in mind 
aie Frequency JFMAMJJASOND 
Cash and Cash Items 14 times yearly ste ke 22 sade 
Due from Banks Monthly CrLtecetrfrone © ee 
Exchange for Clearings Quarterly x x x x 
Loans and Discounts: 
Time Loans Continuous with 
quarterly proof LEceeepne © o 
Demand Loans Quarterly supplemented 
by annual review REL eeeee ey S 
Trial Balance of Notes Quarterly x x x 
Trial Balance of Liability Ledger Quarterly x x x 
Investment Securities Continuous with 
monthly proof 24532253 8 28% 
Charged-off Loans Annually x 
Other Real Estate Continuous EeCeLeEestereL SS 
Furniture and Fixtures Annually x 
Suspense Monthly Leseeutrce & 2S 
Prepayments Semi-annually x x 
Overdrafts Continuous Terrtrercanr pe fe 
LIABILITIES 
Commercial Deposits Quarterly x x x x 
Certificates of Deposit Monthly etetrtgas es 
Inactive Demand Deposits Semi-annually x x 
Savings Deposits Semi-annually x x 
Inactive Savings Deposits Semi-annually x x 
Due to Banks Monthly CREEL ert es = 
Cashier’s and Certified Checks Quarterly x x x 
Reserves Continuous $4444 ¢6.45% 3% 
Unearned Discount Quarterly x x x x 
INCOME 
Interest on Loans and Discounts Quarterly x x x x 
Interest on Investments Quarterly x x x x 
Collection Fees Continuous TOeEReeerr. SF. 
Rents on Other Real Estate Continuous Ee eeeroLe fs e 
Profits on Sale of Securities Continuous CCrtetrcLtsee. f 
Service Charges: 
On Checking Accounts Monthly 2226866286285 
On Return Checks Continuous xxxXXXXXXXXKXX 
On Checks Cashed for Non- 
customers Quarterly x x x x 
Late Charges on Loans Continuous S220 22 3 5% 
Minimum Discount Continuous CrererLianue 
Safe-keeping Charges Quarterly x x x x 
On Customers’ Stock Transactions Monthly $PRECSCE ADEE S 
On Cashier’s Checks Issued to 
Non-customers Monthly SHeQe aces 42 283-% 
EXPENSES 
Interest Paid on Savings Deposits Semi-annually x x 
All Other Expenses Continuous Seteaterrn s 
GENERAL 
Cash Collections Semi-annually x x 
Safe-keeping Semi-annually : x 
Purchase and Sale of Securities for 
Customers Monthly KEREESELCLS £ 
Collateral to Loans Continuous Ceoereterortne eS 














Other duties of employees must be considered in arranging the schedule 


with existing personnel requires no 
small degree of managerial ingenuity. 
In a sense, it involves something akin 
to the assembly line technique: the 
auditing procedure must first be broken 
down into a series of motions or trans- 
actions so that each part of the 
procedure may be performed by a 
different person without detriment to 
the co-ordinated whole. Each em- 


ployee’s particular function in the 
internal audit must be one that he 
or she can carry through efficiently 
without interference with or impair- 
ment of the regular day’s work. More- 
over, no employee should be put in 
the position of auditing himself; that 
is, he should not be assigned to an 
audit function whose purpose is to 
check on the items or the transactions 





for which he is responsible in the work 
of his regular job. 

By necessity, some lapses from 
accepted principles of good audit 
procedure will have to be tolerated. 
For example, employees should be 
rotated in their work, but that js 
extremely difficult in a bank employ. 
ing six to twelve people. It’s highly 
desirable, of course, to have two people 
involved in every transaction, but 
that too is almost out of the question 
in most small banks. 

The breaking down of the audit 
procedure into separable segments for 
assignment to individual employees is 
largely a matter of careful analysis 
coupled with integrated co-ordination. 
Much more difficult in many small 
banks will be the problem of training 
the personnel to perform the various 
audit tasks, for unless the people who 
are to operate it are trained to a degree 
of almost automatic correctness and 
accuracy, the internal audit will suffer. 
Small banks located within, access of 
large centers may be able to have 
employees take suitable courses in 
auditing and allied work, but where no 
such outside instruction is available 
the training will have to be done by 
the officer responsible for the installa- 
tion of the internal audit. Each em- 
ployee should be given practice work 
in the particular part of the audit he 
is to handle and general practice 
maneuvers covering the audit proce- 
dure as a whole might well be held 
before the internal audit is undertaken 
in earnest. The importance of the 
thorough preparation of the bank’s 
personnel for this added work cannot 
be over-emphasized. 







































AN easy start on the personnel prob- 

lem can be made by listing each em- 
ployee with a notation of the feature 
of the audit for which he is to be 
responsible. Then a written outline 
of the audit work he is to do should be 
given to each person concerned. This 
offers no great difficulty if a detailed 
outline of the whole audit procedure 
has previously been written up, for 
then it is only necessary to copy off 
for each employee that part of the 
whole outline which covers his part of 
the work. Such an approach is help- 
ful, too, in enabling the officer organiz- 
ing the audit both to visualize the 
audit as a whole and to see clearly 
where each employee fits into the 
general scheme. A ‘“‘homemade” or- 
ganization chart of the internal audit 
is not only a convenient reference 
source for the responsible officer, bul 
is also a powerful aid in ‘instructing 
employees. 

. While the ideal objective is t 
organize an internal audit that will be 
smooth and virtually self-operating. 
an absolute essential is to fix responsi 
See AUDIT PROBLEM—Page 35 
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The CLEARING HOUSE of PICTURES 
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ROY A. YOUNG 


EDWARD BALL... Mr. Ball has been 
elected president of the Florida National Bank of 
Jacksonville, succeeding the late George J. Avent 
who had headed the bank for eight years. Mr. 
Ball is operating head of the Alfred I. duPont 
interests in Florida, and has been active in estab- 
lishing the Florida National Group of Banks. 
He has been a director of the Florida National 
Bank of Jacksonville since 1927. 


GEORGE AVERY WHITE ... For the 


} past seven years president of Worcester County 
| Trust Company, Worcester, Massachusetts, Mr. 


White will resign August 24 to become president 


» of the State Mutual Life Assurance Company of 


Worcester, Massachusetts, a $209,000,000 insti- 


} tution. He is at present a member of the 


executive council of the American Bankers Asso- 
ciation and in 1939 he served as president of 
the Massachusetts Bankers Association. 








ELIOT G. FITCH 








MORTIMER N. BUCKNER 


ROY A. YOUNG... After heading the 
Federal Reserve Bank of Boston since 1930, first 
as governor and later as president, Mr. Young 
has resigned to become president on April 2 of 
The Merchants National Bank of Boston. He 
began his banking career in 1900 as a messenger 
with the First National Bank of Marquette, 
Michigan. He has served as governor of the 
Federal Reserve Bank of Minneapolis, and from 
1927-1930 he was governor of the Federal 
Reserve Board in Washington. 


MORTIMER N. BUCKNER ... Mr. 
Buckner, chairman of the board of The New York 
Trust Company, died February 25 after a heart 
attack. He joined the Continental Trust Com- 
pany, a predecessor of The New York Trust 
Company, in 1901 as a clerk. In 1903 he was 
made a vice-president, in 1916 he was elected 
president of The New York Trust Company, and 
in 1921 he was named chairman of the board. 











EDWARD BALL 





GODFREY W. AUGUSTYN 








GEORGE AVERY WHITE 


ELIOT G. FITCH, GODFREY W. 
AUGUSTYN ... At the age of 47, Eliot G. 
Fitch recently was elected president of the Marine 
National Bank, Milwaukee, Wisconsin, while . 
Godfrey W. Augustyn advanced from the presi- 
dency to become chairman of the board. 


Mr. Fitch had been vice-president of the 
bank since it was consolidated in 1930 through a 
merger of The National Exchange Bank and 
Marine National Bank. Both his father and 
grandfather had held important executive posi- 
tions in The National Exchange Bank, the latter 
having joined the bank when it was first organized 
in 1855. Mr. Augustyn was president of The 
National Exchange Bank when it merged in 
1930, and continued to serve in that capacity 
with the consolidated Marine National Bank. 
He entered the employ of The National Exchange 
Bank in 1890 as a messenger, and rose through 
the ranks to become president in 1929. 
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Lrust Advertising 


HAT is the opportunity for 
trust advertising under today’s 
conditions? Does the fact that 
the country is engaged in war lessen 
the appeal of trust messages from 
fiduciary institutions, or does the 
present period of uncertainty and up- 
heaval make the public more receptive 
to information concerning trust service? 

To obtain authoritative opinions on 
the subject, the writer has gone direct 
to well-known representatives in the 
trust advertising field. Those inter- 
viewed were asked not only their 
viewpoints regarding today’s oppor- 
tunity for trust advertising, but also 
were asked specifically for their secrets 
of successful trust advertising and 
their thoughts on the best ways to 
reach the trust market. It should be 
stated parenthetically that the list of 
those interviewed is by no means 
inclusive, for there are, of course, many 
others doing outstanding work in the 
trust advertising field. 

One of the first men interviewed was 
E. Y. Chapin, honorary chairman of 
the board of the American Trust and 
Banking Company in Chattanooga, 
Tennessee. Mr. Chapin is rightly re- 
garded as the father of trust advertis- 
ing in America. When in 1912 he 
became the head of the new trust 
department of his institution he was 
faced with the problem of acquainting 
his prospects with the services offered 
by his department, before he could 
hope to obtain their business. So well 
did he succeed that not only did his 
own department experience an immedi- 
ate growth but many of the country’s 
larger trust institutions followed his 
methods. 

“Trust advertising,” says Mr. Chap- 
in, “is a demonstrated proposition to 
me. When our bank entered ‘the 
fiduciary field a generation ago, we 
were convinced that the best way to 
get this patronage was to show our 
public the need for it. Each year of 
augmented business following an ad- 
vertising campaign is fresh proof that 
we were right. 

“The corner stone of fiduciary serv- 
ice has always been protection of 
capital. If husbands and fathers are 
to fulfill their obligations, they must 
look beyond their own lives. Their 
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()pPpORTUNITIES 7// 


By 
ALBERT JOURNEAY 


Vice-president, The Purse Company, 
Chicago, Illinois 


Do war distractions diminish the effectiveness of 


trust messages, or does present uncertainty add to 


their appeal? Viewpoints of well-known trust men 
are cited here, along with their thoughts on best 


ways to reach the trust market through advertising 


savings, whatever form they may take, 
will soon be dissipated unless they are 
safeguarded by skilled and prudent 
hands. To impress this fact upon 
husbands and fathers is to gain their 
business in the easiest and surest way. 

“But if capital needs safeguards 


These well-known representatives in the trust advertising field 


CRAIG SMITH 


**‘We want to tell a man what trust service 
will do for him and his family, not what it is 
or how it works”’ 





under ordinary conditions, how des- 
perately it needs it in the troubled 
times through which we are passing. 
There never has been so opportune a 
time as the present for the corporate 
fiduciary to tell its story to the 
public —a public that is already appre- 


J. W. GARTHWAITE 


**We mail each month to a list of custome 
and friends a publication called Facts [hij 


Concern You”’ 
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The war may affect your plans 
for future family security. Re-read 
your will...consider naming our 
experienced institution to settle 


and manage your estate. 
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Some of the current trust advertising stresses the need for trust service in view of war conditions 


hensive, already exceptionally hospita- 
ble to those who would point the way 
to safety. Trust advertising has al- 


sways been profitable; it should be 


peculiarly profitable today.” 
Agreement with this viewpoint is 


pexpressed by Paul P. Pullen, well- 


known new business officer at the 
Chicago Title & Trust Company, who 
discusses the situation from the stand- 
point of the trust institution which has 
no banking affiliate. 

“The fact that this country is now 
at war in no way lessens the need for 


pecifically for their secrets of successful promotion 





PAUL P. PULLEN 





he fact that our country is now at war in 
way lessens the need for advertising on the 
part of trust institutions”’ 








E. Y. CHAPIN 


‘“*There never has been so opportune a time 
as the present for the corporate fiduciary to 
tell its story to the public”’ 








advertising on the part of trust insti- 
tutions,” Mr. Pullen maintains. “In 
fact, if we believe in the social value 
of trust service, then there is added 
reason at present for prompting people 
to protect their effects and to safeguard 
the future of their families. Never 
have investments and taxes presented 
such tremendous problems and never 
has there been a greater need for the 
corporate trustee. 

“We know from experience that 
trust advertising stimulates the flow 
of new trust business, and it is our 
plan to continue by means of adver- 
tising to suggest to people that they 
employ our services. As in the past, 
we are employing newspapers, direct 
mail, and personal solicitation. We 
are also continuing to seek the co- 
operation of attorneys and life under- 
writers. 

‘Speaking in military terms, we use 
newspapers to lay down a barrage to 
prepare the way for the machine- 
gunnery of direct mail and for the rifle 
fire of our personal solicitors. 

“With newspapers, we are continu- 
ing the same general style of copy 
which we have used previously and 
which last year won the annual adver- 
tising award of the Chicago Federated 
Advertising Clubs for the best local 
newspaper campaign. In this adver- 
tising, we undertake to present the 
difficulties which individual executors 
and trustees encounter in administer- 
ing estates, and in addition, to prepare 
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THOBURN MILLS 


“Direct mail solicitation is the most effective 
way to get action, rather than direct mail 
advertising . . . there is a difference” 
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ERNEST F. TILLSON 


**... contact with the prospect . . . the decid- 
ing factor. The focal objective of trust adver- 
tising is, therefore, establishing contacts’’ 






HAROLD P. KLEIN 


**Experience has convinced us that persistent 
promotion is essential if a trust department 
is to grow and prosper’”’ 


There are no priority restrictions on trust service and the market is far from saturated 


the reader’s mind so that when he 
thinks of a trust company the Chicago 
Title & Trust Company will come to 
mind. 

“‘We use direct mail for the purpose 
of contacting regularly our most desir- 
able prospects. Such advertising is 
designed to inform and persuade, and 
from it flows a most satisfactory num- 
ber of inquiries which our solicitors 
use in making their calls. We use a 
larger mailing list than the average 
trust institution and this list is care- 
fully compiled and regularly checked. 
Our messages are printed on good stock 
and great care is devoted to their 
typography to the end that they will 
be attractive and easily read. 

“One of our primary policies is that 
our program of advertising should be 
persistent. We believe that much 
money can be and is often wasted by 
sporadic advertising, and that the 
value of repetition in advertising is 
frequently underestimated.” 

Craig R. Smith, assistant vice- 
president, Central Hanover Bank and 
Trust Company, New York City, has 
for many years directed the trust 
advertising for his institution and is 
rightly regarded as an authority on 
trust new business procedure. He has 
been an important figure in the system 
of training men in trust new business 
methods, by which his institution has 
performed an extremely valuable serv- 
ice to many of its correspondent banks 
throughout the country. 

Prefacing his remarks with state- 
ments to the effect that the develop- 
ment of new business is a major 
responsibility of the official staff and 
everyone in the institution, that the 


best advertisement is a satisfied client, 
and that the service rendered must be 
an adequate service, Mr. Smith com- 
ments as follows: E 

“Advertising can help to create and 
maintain public confidence in an 
institution. Advertising can educate 
its readers to the merits of your 
organization. It can keep your name 
before the people in your community 
in a favorable light. It can add effec- 
tiveness to your direct mail activities. 
But advertising cannot, by itself, bring 
trust business to your bank. 


wT HERE are three types of advertis- 

ing, however, which I think havea 
definite bearing on the problem of new 
trust business. They are: Educational 
advertising, competitive advertising 
and reminder advertising. 

“Educational advertising tells the 
reader what a trust is, how it works, 
what it does for him. Competitive 
advertising emphasizes the name of 
your institution and tells the reader, 
by implication at least, that your bank 
is especially qualified to handle his 
business. Reminder advertising relies 
on constant repetition of the name of 
the bank gradually to impress itself on 
the consciousness of the reader and 
hopes to catch his attention at the 
time when he is about to take some 
action that would mean business for 
the institution. 

“It has always seemed to me that 
such questions as how much or how 
little should be spent for trust adver- 
tising are matters which should go 
before your management; that a 
definite budget should be prepared 
each year in advance; and that some- 


one should be responsible for getting 
your money’s worth out of each adver- 
tising dollar. It is advisable first to 


analyze the specific problems with} 


which your bank is confronted. What 
do you want to accomplish with your 
advertising? Do you want to build 


or retain good will? Must you educate § 
your people in trust matters? Do youf 


want inquiries for trust material which 
can be followed up? 

“The answers to these questions. 
and to many others which will arise, 
will help you to plan your advertising 
with some assurance that it will 
accomplish what you wish. Planning 
in advance here is just as important 
for you as it is for your customers. 
And, I would certainly suggest the 
importance of obtaining the advice 
and assistance of an advertising agency. 

“Most of our advertising dollar 
allocated to new trust business goes 
into direct mail, in the form of book- 
lets, folders and letters on trust mat- 
ters. Here it is important to analyze 
the specific problem at hand. Decide 
first what you want to accomplish, 
and then look for the material that 
will aid your purpose. Don’t buy the 
first syndicate campaign that is offered 
to you and use it without regard to its 
place in your general plan of oper- 
ation. For instance, we at Central 
Hanover are interested primarily in 
the business of the men and women 0! 
considerable wealth, and we believe 
that most of them know what a trust 
is and how it operates. So we try to 
convey the idea to them that we are 
especially qualified to help them with 
their estate problems. 


See TRUST ADVERTISING—Page 36 
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CANADIAN BANKING 


By JAMES MONTAGNES 


Foreign Exchange Control 
Educational Campaign 


To facilitate bank handling of the 
regulations of the Foreign Exchange 
Control Board in small centers, an 
educational campaign has been started 
by the FECB which before the year 
ends will have covered every branch in 
Canada. Although most foreign ex- 
change transactions, mainly in United 
States dollars and in pounds sterling, 
are handled through bank branches in 
larger centers, sufficient foreign ex- 
change business is done in smaller 
centers to make it essential that 
bankers in these centers know how to 
handle the transactions under the 
wartime regulations. To this end the 
FECB last autumn started holding 
lectures in small banking centers in 
the provinces of Manitoba and Sas- 
katchewan, as well as clearing up 
difficulties in small border communities 
throughout the Dominion. This spring 
the lecture course starts with centers 
in Ontario and Quebec, and will con- 
tinue with the remaining provinces 
later in the year. 

Smallest units visited by the FECB 
specialists are those with at least three 
bank branches. The banks in this 
area are notified ahead of time that 
the FECB will hold a lecture course 
and discussion on FECB procedure. 
Every member of the bank staff is 
urged to attend the course, as he or 
she may at some future time have to 


handle foreign exchange transactions. 
Arrangements are made for bankers in 
the surrounding district to come in for 
the evening session, and so even the 
smallest rural branch is covered in the 
campaign. 

The lecture deals with the reasons 
for foreign exchange control in war- 
time, and the handling of the most 
common exchange transactions in the 
area, whether they are in connection 
with tourist trade, shipment of produce 
from the area to the United States, the 
sending of money to dependents in the 
United States or Canada, or other 
transactions. Following this general 
part of the educational campaign, 
bankers are urged to discuss the han- 
dling of specific cases with the FECB 
specialist, and an open forum on 
FECB procedure is staged. FECB 
men are trained to start the questions 
going, to get the bankers, junior and 
senior, to ask questions. 

Results of these discussion groups 
already held show that they are 
meeting a definite need to clear up 
many foreign exchange problems for 
the small town and rural banker. 
There is a definite saving in letter 
writing by these bankers to their own 
head offices or to.branch offices of the 
FECB to learn procedure in specific 
cases, thereby speeding up foreign 
exchange transactions handled in these 
smaller centers. 

To facilitate still further the proper 








interpretation of FECB regulations 
and procedure, the FECB recently 
requested each bank to send from its 
head office, to Ottawa, the two top 
men responsible for foreign exchange. 
These twenty top-ranking foreign ex- 
change specialists spent some time 
at the FECB headquarters, going into 
all details of its operations, and spend- 
ing long hours in discussion of prob- 
lems with each of the department 
specialists of the FECB. As many ol 
the FECB executives come from banks. 
and the remainder from accounting 
and financial concerns, this meeting 
proved extremely helpful in ironing 
out some of the more difficult foreign 
exchange problems brought about by 
wartime conditions. 


° e ° 


Modernistic Trend In New 
Bank Building 


Pointing to a less restrained tend- 
ency in Canadian branch bank archi- 
tecture is the newest Canadian bank 
branch, that of the Bank of Nova 
Scotia at Peel and St. Catherine 
Streets, Montreal, in the heart of the 
city’s hotel, theatre and department 
store shopping section. Completed 
just before priorities hit the construc- 
tion trade, the new branch gleams with 
light vitrolite, chrome lettering and 
decorative window strips, and at night 

See CANADIAN BANKING—Page 40 


Differing from the conventional pattern of Canadian branch bank architecture, this new office goes modernistic 


Bank of Nova Scotia branch, Peel and St. Catherine Streets, Montreal 




















































“Eh, Caleb,’ sang out Mr. Clutchbill to old Mr. Pickle, 


““what you want is Series G’’ 


Clutchbill of the Ferndale Na- 

tional Bank tossed a thin bunch of 
buff Defense Bond order sheets on 
the table beside him. 

“The villagers don’t take hold,” 
complained Cashier John Atwood twist- 
ing his desk chair around. ‘“‘Even the 
farmers show more wallop. Look at 
this letter from a French Canadian 
farmer over on the East Hill.” 

Mr. Clutchbill took the letter, 
leaned back and started to read, then 
began staring blankly at the sheet. 

“Cher Amis: 

Vous trouverez dans cette lettre 
cheque pour montant $100 pour 
acheter un défense bon. 

Bién a Vous, 
Absalon Labelle.” 

“Eh?” Mr. Clutchbill asked, “‘what’s 

this, a cure for the lumbago?”’ 


ah that all we’ve got?” Director 
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DIRECTOR 
(CLUTCHBILL 


SeH/s a 


By 
FRED COPELAND 


Defense Bond sales at the Ferndale National 
Bank were disappointing. The villagers were 
not responding. Finally Director Clutchbill 
tries a drastic stratagem on a_ tight-fisted 


local capitalist to sell him on Series “G” 





‘“‘No, I showed it to Father Laval, out Willie Dexter, the teller, ‘you FF 
and he says it melts down to this, don’t want five thousand all in money, ff 


‘Here’s $100 for a Defense Bond.’ ” do you?” 

“By jinks! Maybe that’s just the “Every nickel, gol darn it!’ 
magic lantern we need,” glowed the “‘Wouldn’t you like to take a 
old director. ‘“‘I want to keep this Defense Bond for some of it?’ 
letter. I’m going to shine it on some “No-o! I want all money .. . all- 
of our village money-bags and see if all! I’ll do my own defending.” 
it will shame ’em into buying a bond. In the front office Director Clutch- 


I’ll bet our Defense Bond sales are the bill began rising like a Sioux toma- 
worst in the state. We’ve got to boost hawk. 
them, I tell you.” “‘Here’s my meat,” he hissed, screw- 
“All you'll get will be some fancy ing around his gray goatee for a split 
excuses,” predicted John opening his second on John. ‘“‘Give me a Defense 
mouth for a derisive snort but sud- Bond order blank.”’ 
denly jerking around as a _ rapid The old director hastily snatched 
squalling flared up at the paying the blank John held out, then scuffed 
wicket out in the main banking room. grimly out into the arena of the lobby 
‘“No-o! I want the money!” were occupied solely by Caleb Pickle and 4 
the words torn loose from the wind- calendar salesman who leaned wit 
pipe of a small, whiskered customer. folded hands against a radiator wall 
“Bu ... but, Mr. Pickle,” gulped ing his chance. 
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“Eh. Caleb,” sang out Mr. Clutch- 
pill to old Mr. Pickle, “what you want 
is Series G.” 

Caleb Pickle revolved a bristling 
owl-like head and glared at Mr. 
Clutchbill. ‘““What ails you, you old 
buzzard?” 

“These Series G Defense Bonds give 
you interest twice a year at the rate 
of 214 per cent, and I hope you’re 
going to need it, you old mortgage 

s hawk.”’ 

Old Pickle poked his chin up under 
Shis nose. ‘This five thousand dollar 
§ check I’m cashing comes from a 6 per 
Scent mortgage. No bonds for me, and, 
§ by gosh, I won’t take any.” 

5» “You ought to be ashamed, you old 
pelican. Here’s a letter right here 

) from a French Canadian farmer that’s 

Betting one. Every person in this 

H bank has got one, and every one in 
this village should have.” Mr. Clutch- 
bill stopped hollering and stumped 
back into the front office. 

“What'd I tell you?” sniffed John. 

“Oh, I’m not done with him,” 


sscowled the old gentleman circling 
S with swinging coat tails toward his 
H chair. “You can’t sell a bond by just 
| wagging an order blank once.” 


4 
3 


\ HILE old Mr. Pickle was bumping 


§ his safe deposit box around in the 
® vault trying to jam in his $5,000 in 
B 20's, Mr. 


Clutchbill left the bank. 
» He plodded along homeward sort of 
s eagle-shouldered and with his gray 
i goatee hanging slightly sidewise as 
though searching for a way to get 
} Caleb’s scalp. It was just before lunch 
§ time when he entered his small white 
} cottage at the south end of the village. 
) He worked a folded edition of the local 
) Nothern Hawk Eye out of a side pocket 
} and sat down in a low black rocker in 
| the sitting room. Turning the sheets 


jhe absently became aware he was . 


) looking at the agricultural page. Sud- 
} denly a tiny heading made him sit up 


| with a spark of interest; it was the 
5 familiar: 


“When the moon comes over the 
cowshed 
Pll be waiting at the kitchen 
door.” 
This bit of lyric spotted with a 
§ Vivid, instant searchlight a strange 
| idea hanging by one claw in a dark 
| corner in the old gentleman’s brain. 
| He got up and eagerly examined a 
; calendar on the wall, then turned and 
§ looked fixedly out of the east window; 
there would be a bright moon for 
several nights if the weather stayed 
clear. In two seconds he was at the 
Windowpane studying the kitchen end 
of a large Georgian brick house on a 
terrace one street below his own. It 
was the home of Caleb Pickle. He 
lived ‘here alone, mostly in the 
kitchen hoarding his money for no 
one knew what. 


A small smile crept over Mr. 
Clutchbill’s face; the moon had dealt 
him a strange hand. Tricky it might 
be, but if he played it right Mr. 
Pickle’s $5,000 was scheduled for a 
ride. 

The instant his ancient sister, Miss 
Marilla, had served their mid-day 
dinner Mr. Clutchbill went back to 
the bank and disappeared through a 
door in the lobby which gave entrance 
to the cellar. He clumped hollowly 
down the cellar stairs and wandered 
through the gloom to a corner littered 
with bedraggled Liberty Loan flags, 
placards, empty ink bottles and two 
broken snow shovels. After searching 


Cautiously one side of the curtain curled back. 


27 


a few moments in the dim light he 
plucked off a ledge a weird object 
festooned with cobwébs. He held it 
up and turned it around with a glow 
of success. It was a _ black, eagle- 
spangled, spear-topped German dress- 
helmet such as were presented to 
banks after the first World War. He 
wrapped it up in an old newspaper and 
almost trotted all the way home where 
he deposited it in the woodshed. 

That afternoon he printed a message 
in a backhand on a piece of nickel 
tablet paper. His ancient sister, Miss 
Marilla, caught him with a celestial 
light on his face in the act of reading it. 

See DIRECTOR CLUTCHBILL—Page 38 


of a German helmet was visible in the garden 
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THE BOOKLET COUNTER 








New Booklets 


How Small Industries Can Go 
After War Work... An unusually 
practical 19-page booklet telling how 
the officials of small industries can 
obtain war contracts and subcontracts. 
One suggestion is: Don’t go or write 
to Washington, but call on the nearest 
Regional Contract Distribution Office, 
taking along a plant engineer and pic- 
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The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit, Michigan 





tures or descriptions of shop facilities 
and products. There is a list of 
specific questions which small plant 
executives should be prepared to 
answer at the Contract Distribution 
Branch. 

Another section of the booklet tells 
how smal] concerns, desiring financial 
assistance to enable them to handle 
war orders, ca.: obtain loans. There is 
information on how small companies 
can form pools to obtain contracts. 
The locations of small parts exhibits 
for subcontractors throughout the 
country are cited. 

Lastly, there is a list of the regional 
offices of the Contract Distribution 
Branch, which have been established 
in every state in the country. Ad- 
dresses, names of local officers, and 
telephone numbers are included. 


Air Raid and Blackout Pre- 
cautions for the Protection of 
Windows... A survey of air raid 
casualties to date discloses that by far 
the largest number of personal injuries 
have been caused by splinters of 
flying glass. The primary objective 
of this bulletin is to outline methods 
for safeguarding against injuries of 
this type. The information is based 
upon the experience and practice in 
Great Britain plus experimental data 
developed in the United States. 

The subject is particularly vital to 
those institutions housing large num- 
bers of people, particularly in the 
congested areas of business districts, 
and this description applies especially 
to banks and other financial institu- 
tions. 

In preparing this pamphlet, a large 
glass manufacturer discusses in con- 
siderable detail the varying degrees of 
protection afforded by various adhe- 
sives and other devices to minimize 
the danger of flying glass. 

The pamphlet also makes sugges- 
tions for obscuring windows to provide 
blackout protection. 


United States Government 
Securities ... In this comprehensive 
24-page brochure, there is a review of 
the effect of the war’s impact upon 
Treasury issues, and an estimate as 


to how the Government securities 
market may be expected to withstand 
adverse developments in 1942. 

The growing belief that authorities 
will act when necessary to prevent 
severe declines in Government security 
prices, and the need for banks to in- 
crease their investments to meet higher 
taxes and operating costs, are cited as 
two factors which will help to counter. 
balance unfavorable circumstances. 

This introductory review precedes a 
wealth of statistical information on 
Government securities. A chronology 
of 1941 events pertaining to United 
States financing, banking and _ the 
money market is set forth, as well as a 
chronological record of government 
financing for the past three years. 
There is a discussion of United States 
Treasury Tax Savings Notes and a 
graphic record of weekly price and 
yield index changes during 1941. 
Other features include a record of 
receipts and expenditures of the Treas- 
ury, a statement of the public debt at 
the end of 1941 compared with previ- 
ous years, a classification of ownership 
of government securities, descriptive 
tables of outstanding Treasury issues, 
and the 1941 price record. 


The Trading With The Enemy 
Act As It Relates To Financial 
Transactions . . . Reprint of an 
article which appeared in the February, 
1942, issue of The Burroughs Clearing 
House, to which has been appended a 
section describing the Treasury’s li- 
censing procedure under freezing con- 
trol. There is an outline of the general 
licenses of particular interest to finan- 
cial institutions, dealing with debits 
and credits to blocked accounts, securi- 
ties, payments to the United States. 
payments for living and other per- 
sonal expenses, access to safe deposit 
boxes, administration of estates and 
trusts, etc. While not designed to 
take the place of the full text of the 
regulations, this pamphlet helps to 
clarify pertinent legislation. 


Still Timely 


The Bank in Which You Work 
. - « Recognizing the value of first 
impressions, a large Chicago bank gives 
each new employee a copy of this 
63-page booklet which describes the 
institution’s facilities, policies, histor! 
cal background, functions, and meth- 
ods of handling customers. 


Much for a Mite... A brochure 
containing some interesting statistics 
concerning paper costs in relation t0 
accounting and correspondence costs. 
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Suppose there were 


Suppose this country’s vast monetary dealings now 
carried on with checks were abruptly shifted to a 
cash basis. Picture the effect on our war effort. Take, 
for example, the case of a Detroit company produc- 
ing tanks, faced with the necessity of sending hun- 
dreds of thousands of dollars in cash to Pittsburgh in 
payment for steel . .. more dollars to Akron for rub- 
ber .. . to Bridgeport for brass .. . to Worces- 

ter for tools! Think of the precious time wast- 
ed—the economic loss. » » Today, over 
ninety per cent of the country’s business 
is done by check. But when checks first 


LA MONTE SZfoty PAPER 


Zz 













NO CHECKS 


came into use, they were often viewed with suspicion, 
and were subject to fraudulent alteration. It was to 
protect the public against check frauds that Safety 
Paper was invented by George LaMonte. And for 
seventy-one years this Company has been making 
LaMonte Safety Paper for checks and other negoti- 
able documents. » » LaMonte Safety Papers are, for 
Banker and Business Man, the Symbol of Safety. 
Your lithographer or printer will be glad to 

show samples and explain how your trade 
mark or insignia may be adapted to your 

check paper. 
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GEORGE LA MONTE & SON 
Nutley New Jersey 
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COURT DECISIONS 








Government Not Barred 
By Time 


In a suit by the Government of the 
United States against an Oklahoma 
bank, involving a government check, 
it was urged that the suit was barred 
by the Oklahoma statute of limitations. 

Discussing this defense, the Federal 
court said: 

“The bank has pleaded the local 


By CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


statute of limitations and _ laches. 
Ordinarily, a right of action of the 
United States is not subject to a state 
























More Food 
than ever before 


e+ is the goal of American agriculture 
in 1942. It is the all-important contribu- 
tion of farmers and stockmen to winning 
the war. As compared with last year it 
means, for example, 8!/2 billion pounds 
more milk — 472 million dozen more eggs 
—10!/2 million more hogs for slaughter — 
3 million more acres of peanuts for oil. 


Such substantial increases in agricultural 
production require financing for which 
city dollars will be mobilized in large 
amounts. Local lending institutions make 
those dollars available to individual 
farmers whose notes are discounted by 
the Federal intermediate credit banks. By 
purchasing the debentures of these banks, 
investors place their funds profitably and 
patriotically on the wartime farm front. 















THE FEDERAL INTERMEDIATE CREDIT BANKS 


: 
SPRINGFIELD, MASS. 
BALTIMORE, MD. 
COLUMBIA, S. C. 


LOUISVILLE, KY. 
NEW ORLEANS, LA. 
ST. LOUIS, MO. 


ST. PAUL, MINN. 
OMAHA, NEB. 
WICHITA, KAN. 


Further information regarding the Debentures may be obtained from 


CHARLES R. DUNN, Fiscal Agent 


HOUSTON, TEX. 
BERKELEY, CAL. 
SPOKANE, WASH. 


31 Nassau Street, New York, N. Y. 
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statute of limitations. Where the 
United States, acting in its govern. 
mental capacity, has the right to 
assert a claim, either by virtue of 
ownership of the claim from its incep- 
tion or by acquisition, and exerts its 
right of assertion, it cannot be deemed 
to have abdicated its governmental 
authority in such manner as to be- 
come subject to a state statute im- 
posing a limitation of time upon en- 
forcement. Nor is a cause of action 
asserted by the United States in such 
capacity subject to the defense of 
laches.” 

‘“‘Laches” is unreasonable delay in 
asserting a claim and while it does not 
fix any definite period of limitation, it 
is often applied by “analogy” with 
thé statute of limitations in equity 
proceedings. Acts of Congress may 
fix time limits on the assertion of 
government claims, but, as this deci- 
sion points out, the states cannot do 
so. (United States vs. First National 
Bank, 124 Federal Reporter, Second 
Series, 484.) 


o 7 Sl 


Defect in Title of Prior 
Negotiator 


Ordinarily, where a bank acquires a 
negotiable note for value, before ma- 
turity and under circumstances show- 
ing no bad faith, it may enforce the 
note as a holder in due course against 
the maker and other parties liable. 
Ordinarily, also, a bank holding a 
negotiable note 
benefit of the statutory presumption 
that every holder is deemed prima 


facie to be a holder in due course. 


As a Federal court recently pointed 
out, however, a bank may be required 





THE | 





is entitled to the f 


to prove its status as a holder in due f 


course if the title of any prior holder 
of the instrument is shown to have 
been defective. 

‘**The holder in this case,”’ said the 
court, “relies upon the statutory pre- 
sumption that every holder of 4 
negotiable instrument is deemed prima 


facie to be a holder in due course. ff 


But that presumption avails the 
present holder nothing because of 4 
further provision to the effect that 
‘when it is shown that the title of any 
person who has negotiated the instru- 
ment was defective, the burden is 01 
the holder to prove that he or some 
person under whom he claims acquired 
the title as a holder in due course.’ 
“It may properly be assumed for the 
purposes of this case, that the title of 
a prior negotiator of the note in dis 
pute, was defective; hence the burden 
See COURT DECISIONS—Page 40 
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"Gardineers § 


| Signature Car 
| SAYS CITIZENS ST 





Put Your Records ‘ON WHEELS” 
with either type of CARDINEER 


DESK MODEL 
Available in one and two- 
wheel units for 1500 to 3000 
records. Portable. Convenient. 





FLOOR MODEL 
Holds up to 6000 
records. Remova- 
ble segments per- 
mit quick division 
of work. Portable. 











y, 








Ee 
eed finding of our 
ae by at least 50% 


ATE BANK, HOUSTON, TEXAS 


The experience of this Texas banking institution 
is typical of many ways Diebold Cardineers speed 
up reference and posting operations, cut record- 
keeping costs and increase banking efficiency. 


Signatures are filed on a number of Cardineer 
units, thereby dividing the records to correspond 
with the breakdown on ledgers. The rotary wheel 
exposes the entire record. Several operators have 
access to the record without interfering with 
others. Cardineers are easily carried into vault for 
fire and theft protection. Write for bulletin 1276 
giving complete details of this installation. 
DIEBOLD SAFE & LOCK CO. « Canton, Ohio 


Branches and Dealers in Principal Cities and Towns 


* NATION-WIDE BANK VAULT INSPECTION SERVICE x 


METROPOLITAN AREAS IMMEDIATELY... ANYWHERE IN 24 HOURS 





1P- 

RECORD SYSTEMS EQU 
MENT, SAFES, MONEY 
CHESTS, BANK VAULTS. 

EXPERT REPAIR SERVICE 
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(CONTINUED FROM PAGE 14) 


with your County Agent, Home Dem- 
onstration Agent, Boys’ and Girls’ 
Club leaders, etc., and learn all he 
can about the local food-for-freedom 
program. Ascertain what has already 
been done by the Agricultural Exten- 
sion Service and your local Land Use 
Planning Board which has now been 
converted into a War Planning Board. 
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FARM CREDIT POLICIES 


Have him meet with the Farm Bureau 
and the Grange. 

Work out some individual farm sur- 
veys which will give you a complete pic- 
ture of what is expected in your own 
locality. As soon as your loan officer 
has been given all this information 
have him find out about the credit 
needs required to put over this 
program. 








Were backing them up” 


Marching right along with the armed forces of 
this country are thousands of telephone workers. 

They work side by side with the Army and 
Navy. Wherever the need is communications, you 
are likely to find telephone men and their trucks 


and materials. 


Day and night the order is for speed and more 


speed. 


They wear no uniforms, these telephone 





workers, but men in uniform know how much 
they are putting into the Nation’s biggest job. 
They see it first-hand and they know it is first-rate. 


BELL TELEPHONE SYSTEM 





@e “THE TELEPHONE HOUR”’ IS BROADCAST EVERY 
MONDAY EVENING OVER THE N. B. C. RED NETWORK 





John C. Truxal, Vice-president and 
Trust Officer, 

Lancaster County National Bank, 
Lancaster, Pennsylvania 


In my bank we have a full-time 
manager of farmer relations. He is 
out every day, at the stockyards, on 
the farm, doing all he can to help the 
farmers. Not merely to get the loans 
for the bank, but to help the farmer 
in any way necessary and sound. 

The program does not insist that 
each bank have a full-time man to go 
out after farm loans. However, the 
program does advise banks to make 
credit available on a sound basis to 
meet the needs as they arise for accom- 
plishing the goals set. At the same 
time the program advises present bor- 
rowers to reduce their debt out of in- 
creased income. The Federal Land 
banks are advising this same procedure 
to present borrowers. So while we 
want to secure reductions in present 
debts, we also want to make sound 
loans to farmers based on _ proper 
appraisals, proper credit statements, 
etc. The dilemma here is to secure 
good loans for our banks but to reduce 
farmers’ indebtedness at the same 
time. 

* + * 


Nicholas A. Jamba, Manager, 
Agricultural Department, 

The National Bank and Trust Company, 
Norwich, New York 


The commercialization of agricul- 
ture did not really get under motion 
until about two decades ago. Agricul- 
ture came into being as a full-fledged 
business when technological progress 
enabled farmers to mechanize most of 
their operations. Since then there has 
been a tremendous increase in the 
amount of short and intermediate-term 
credit used by farmers. This change 
in the greater use of credit by agricul- 
ture grew principally out of the in- 
crease in the size of the individual 
farm enterprise and out of the increase 
in the investment made necessary by 
these recent changes. Farming now 
requires an increased use of farm 
machinery and equipment, larger live 
stock inventories, an increase in ex- 
penditures for fertilizer, higher labor 
costs, and the use of larger amounts 
of feed. 

I believe that far too many country 
banks are still unwilling to admit that 
they are not serving the new short- 
term credit needs of agriculture. These 
same: banks also fail to recognize that 
the sound and legitimate credit re 
quirements of agriculture are distinctly 
different in a good many respects from 
those of industry and commerce, and 
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that some revision in commercial bank 
policies and procedures needs to be 
made to adapt commercial bank credit 
services to agriculture’s credit needs. 

Country banks should not now make 
the mistake of underestimating the 
importance of the vital responsibility 
they are expected to assume in financ- 
ing agricultural production to satisfy 
wartime demands for farm products. 
If they do make this mistake, and do 
not measure up to the standards that 
will be expected of them, they may 
very likely never have another oppor- 
tunity to finance the credit needs of 
agriculture. 


Cc. C. Henderson, Manager, 
Farm Service Department, 
First National Bank, 
Cortland, New York 


In order to provide this huge amount 
of food, I believe it is going to require 
more than parity prices, government 
subsidies, and patriotic speeches. It is 
going to require in huge quantities the 
very element on which business is done 
in this country, and that is credit. 

We do not believe in the First 
National Bank of Cortland that it is 
our job or our privilege to plan a 
farmer’s work. We believe that is a 
job, first for the farmer, and if he 
needs some advice, that advice should 
be obtained from his college of agri- 
culture, his county agricultural agent, 
or other agricultural extension leaders. 
We believe it is the job of the bank to 
loan the farmers the money, if they 
deserve the credit, and it is the 
educator’s place to tell them how a 
particular job should be done. 

Now what do we require of our 
farmer customers? The first thing we 
require, as far as humanly possible, is 
to have that farmer place every con- 
fidence in our institution. I have 
spent many hours with farmers in our 
bank, knowing at the time I was talk- 
ing to them, that a loan could not be 
made. However, I was determined 
that they should have every oppor- 
tunity to tell their story. This has 
paid us immensely in good will. 

Assuming now that we have the 
confidence of our prospective farm 
customer, then I prefer to sit down 
with him and help him make out a 
complete detailed financial statement. 

I like to help him do it because I 
realize that a farmer is generally not 
an accountant and he is not familiar 
With the things we want to know on 
that statement. 


LL right now, we have the financial 
_ Statementwith the assets and liabili- 
ties and income. If the amount of 
Money requested is important our 
hext move then is to visit the farm, 


evaluate the things he has given us as 
assets, against our honest appraised 
value of the property, real or personal, 
and check over his equipment. 

We find out, if possible, the general 
debt trend of this man. The next step 
is to visit the town or county clerk’s 
office in which conditional sales, prop- 
erty notes, or chattel mortgages, if 
they exist, are filed. 

And now we are ready to prepare 
for the use of the executive committee 
and the examiners our memo or history 
sheet, covering this particular farm 
set-up. 

This country is faced with a tremen- 
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dous job. It is faced, first, with the 
task of overcoming our enemies. We 
are faced with the gigantic task of 
feeding a good share of the world. As 
I stated earlier, this will require large 
amounts of credit. I believe the 
bankers in America today are faced 
with one of their most difficult periods 
in handling farm credit; but since the 
Secretary of Agriculture has suggested 
to the American Bankers Association 
that commercial bankers do their 
part by supplying the credit essential 
in this food-for-freedom program, I 
gravely fear that those banks which 
fail to participate will discover . the 





The coming of a new highway—the migra- 
tion of business toward the outskirts—such 
events cause blighted areas. Homes that were 
once excellent mortgage values, lose their 
desirability as residences. Stores and gas 
stations come into the same block. If these 
same substantial homes could be moved to 
other locations, their mortgage values would 
not be impaired. In the new location, land 
values would increase—and the profit of this 
increase would pay for the moving of the 
residence. The mortgage would not be af- 
fected—the home-owner would not be in 
danger of loss of equity. 


Demountable homes provide the answer to 
this type of problem. By prefabrication, 
homes can be made demountable—with no 
sacrifice in design, quality or insulating 
value. $6,000,000 of architect-designed pri- 
vate homes—and thousands of units of de- 
fense housing—prove that Homasote Preci- 
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As cities groow— 
mortgage values change 


sion-Built Construction is the acknowledged 
leader in the field of prefabrication. Homa- 
sote Homes are permanent, quality homes— 
machine perfect, doubly insulated—de- 
mountable, if required. They may be of any 
type or size. 


In Vallejo, California, 977 houses were built 
in 73 working days. Here is the proof that 
prefabrication has come of age. Here is the 
tested answer to employee housing, large- 
scale realty developments, tourist camps, 
slum clearance and similar projects. 


Trends and times are changing. When the 
present emergency is over, fabricating 
plants throughout the country will supply 
Homasote Homes—representing the utmost 
in value for the building dollar. Write us for 
full information on a new industry that is 
just now coming of age. 


HOMASOTE COMPANY, Trenton, N. J. 








HOMASOTE COMPANY 





TRENTON, N. J. 
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government has set up its own ma- 
chinery to provide essential credit. 


. * 4 


John W. Raab, Manager, 

Farm Service Department, 

The Hackettstown National Bank, 
Hackettstown, New Jersey 


If the farmer is to accomplish this 
goal he will have to make the best 
possible use of the facilities about him, 
including credit, as well as his soil, his 
buildings, his labor and his live stock. 

With land bank loans, commis- 
sioner’s loans, tenant-purchase, rural 
rehabilitation, emergency crop and 
feed loans, production credit associ- 
ations and commercial banks willing 
and anxious to help in the credit field, 
it looks as if the farmer’s credit needs 
will be cared for. It seems to me that 
the local bank should and will have a 
share in this effort on the part of the 
farmer to produce. . 

If the banks are to keep pace with 
other agencies in the farm credit field, 
they must put on aggressive farm 
programs. The Production Credit 
Association which has done a fine job 
in our North Jersey area has loaned 
close to $5,000,000 to our farmers in 
the past eight years with a loss record 


Get More Inventory Loans 


based on 


Field (A 


Warehousing 
Sy Douglas— Guardian 


Chicago, New Orleans and 14 other cities 
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of less than one-tenth of 1 per cent. 
I think that any bank or group of 
banks would have been proud to have 
had this business. This Production 
Credit Association gives its member- 
ship an annual dinner and makes them 
feel that it is their association. 

A supervising and servicing program 
should be such as to allow the bank to 
make many loans that would other- 
wise be turned down. This means 
that some member of the bank staff 
should have the background and cur- 
rent knowledge of the farmer involved, 
and should know the type of farming 
with which the bank is dealing. It 
also calls for a time schedule for this 
employee which will allow him to 
spend most of his time outside. 

Farm machinery might easily be 
one of the bottlenecks of our present 
war production effort if the machinery 
cannot be delivered when needed. 
Government priorities favor farm ma- 
chinery, especially parts, but at pres- 
ent dealers tell me that deliveries are 
way behind schedule. A farm ma- 
chinery shortage along with the high 
cost and shortage of labor, could easily 
retard production of food. The financ- 
ing of farm machinery has been and 
we hope will continue to be an oppor- 
tunity for our banks to serve farmers. 

Feed loans and fertilizer loans, if 
paid off as the commodity is utilized, 
make good loans. The borrower can 
usually save much more than his 
finance charges by paying cash and 
can usually get an additional discount 
for purchasing in quantity. We have 
made a few loans where diarymen 
have purchased a carload of oil meal 
or some other protein supplement and 
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checks and collections. 


There’s more to a satisfactory 
correspondent banking relationship than the 
performance of the generally accepted functions 
of a correspondent—i.e., handling transit 


The ability and the desire to ‘‘go out of the 
way’ to handle unusual situations and trans- 
actions are important, too. 


















NATIONAL BANK OF DETROIT 


Complete Banking and Trust Service 
DETROIT, MICHIGAN 
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have paid on the loan monthly as they 
used the feed. ; 

We have used the mails as oy 
principal contact with the farmers of 
our area and have used it as a service 
to both the farmer and our govern:nen{ 
in helping to put across the fooc-for- 
freedom program and the meeting of 
increased goals that have been re- 
quested. We have a selected mailing 
list of over 1,200 farmers whom we 
contact whenever we feel that we have 
a worthwhile message. We have made 
some valuable new contacts by this 
medium. 

x + . 


PRODUCTION 
GOALS 


(CONTINUED FROM PAGE 13) 


wheat acreage is set at 12 per cent 
below the 62.4 million acres planted in 
1941. Increases over 1941 are antici- 
pated for oats, barley, rye, and rice. 
Production of oats and barley at least 
up to normal acreage is urged, especially 
in areas not adapted to soy beans and 
corn. All restrictions on rice acreage 
have been removed. 

Cotton allotments for 1942 are the 


same as 1941, but the plantings are J 


estimated at 25 million acres in 1942, 
or 8 per cent above 1941. The produc- 
tion of long-staple cotton, wherever 
possible, is encouraged. 

For sugar cane and sugar beets, no 
acreage restrictions and no limitation 
on plantings will be imposed in 1942, 
and production up to the processing 
capacity is urged. In general, goals 
for tobacco are increased over 1941. 

Production. of canning peas and 
canning tomatoes up to the limit of 
processing capacity is the goal for 
1942, and the program now calls for 
an increase of more than one-fourth 
over the 1941 pack. At least the 
same pack as in 1941 should be al- 
tained for canning vegetables other 
than peas and tomatoes. Commercial 
truck vegetables for fresh use will be 
increased over 1941. All-out produc- 
tion of specified varieties of dry field 
peas and dry beans is planned for 
1942. The potato goal for 1942 pro- 
vides for a 10 per cent increase over 
1941 production. 

The canned fruit pack for 1942 1s 
expected to be 5 million cases above 
1941, and the dried fruit pack 100,000 
tons above last year. Fresh fruit 
production about equal to last year !s 
expected for 1942, but emphasis will 
be placed on prevention of waste and 
more efficient marketing. 

A goal of 5,760,000 farm gardens has 
been set for 1942, a 20 per cent 1n- 
crease over 1941. Emphasis is placed 
only upon the farm, community, an 
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school gardens where soil is good, 
supervision is competent, and wastage 
of labor, scarce materials, and equip- 
ment will be avoided. There should 
be no all-out effort to plant city and 
town gardens, or to plow up grass 
plots, lawns, parks, playgrounds, or 
even ornamental gardens. 


¢ o 7 


AUDIT 
PROBLEM 


(CONTINUED FROM PAGE 20) 


bility on some one person for the 
proper performance of the entire 
audit program. It will be that per- 
son’s job to see that there is no laxity 
or tardiness in the carrying out of 
every feature of the audit. Where 
dual controls are in use, he must see 
to it that they are genuine dual con- 
trols and maintained as such. In 
effect and in practice, he will be general 
supervisor of the auditing and will be 
charged with all the duties incident to 
such a responsibility. In addition to 
these broad general duties with respect 
to the audit, he should also perform 
these specific tasks: 

1. Check exceptions on reconcile- 
ments of Due from Banks; 

2. Collect monthly reports from the 
other employees on their respective 
audit functions and, after checking 
such reports, present them to the 
president with a summary report pre- 
pared by himself; 

3. Prove accruals quarterly in col- 
laboration with the general bookkeeper 
or accountant; 

4. Once a year present Demand and 
Real Estate loans to a committee for 
review. 


HE whole success of the internal 

audit depends largely on the indi- 
vidual selected to head it up. The man 
selected should have a knowledge of 
both accounting and auditing. He 
should have an inquisitive mind with 
the ability to follow transactions 
through to a conclusion. He should 
above all be a tactful person with the 
ability to criticize constructively with- 
out antagonizing the person concerned. 
If his attitude were to suggest that he 
was constantly on the look-out to 
catch employees in dishonest acts, he 
would soon become disliked and, even 
more disastrous, lose the co-operation 


5 of the employees. 


_ Whether a man with all these quali- 
fications is available in a particular 
smal! bank may depend largely on 
chance and circumstance. Other things 
being equal, the logical choice should 

€ one of the junior officers. If other- 


wise qualified, either the cashier or 
assistant cashier would be a desirable 
choice, because both of them are 
thoroughly familiar and in constant 
touch with all the operations of the 
bank. 

One difficulty lies in the fact that 
in most small banks junior officers are 
overburdened with a multitude of 
duties and may not be able to give to 
internal auditing the time and study 
required. This situation may in many 
instances be relieved by some minor 
rearrangements in their work. 

The bulk of the actual audit work 
is likely to fall to the general ledger 
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bookkeeper. Not only is the general 
ledger bookkeeper in a logical position 
for auditing because of the nature of 
his work,. but in small banks he has 
more time to devote to audit work 
than do other employees. If, after 
experiment, it is found that the audit 
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tasks assigned to the general ledger 
bookkeeper are too cumbersome or 
take more time than he has available, 
some of them may be parceled out to 
other employees. 

In practice, much of the audit work 
assigned to the general ledger book- 
keeper —call him “‘accountant”’ for the 
purposes of the audit—may be done 
by other employees under his super- 
vision; for example, such things as 
trial balance on individual and savings 
ledgers and listing of outstanding 
cashier’s checks and certified checks. 
If the accountant is permitted to 
assign such work to be done under his 
direction, he will be able to use dif- 
ferent clerks from time to time and 
to select those employees who, at the 
moment, have the time available to do 
the work. Such an arrangement per- 
mits at least a limited degree of per- 
sonnel flexibility and makes use of 
what would otherwise be slack time 
among the employees. 

Many features of the audit are, in 
fact, “painless” so far as the individual 
employee is concerned. This is be- 
cause much of the audit work is done 
from day to day in the regular course 
of duty and incidentally to ordinary, 
daily transactions, so that the em- 
ployee may be doing his part of the 
work faithfully and well without 
realizing that he is performing an audit. 
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For obvious reasons, a continuous 
daily audit is the most desirable and 
should be applied so far as feasible. 
With respect to matters not susceptible 
of continuous daily audit, monthly or 
other periodic audits should be sched- 
uled. To recommend some one uni- 
form, rigid audit system for all small 
banks would be hazardous, to say the 
least, for each small bank has its own 
peculiar problems, and the audit sys- 
tem should be devised to fit them. 

While auditing and accounting are 
separate functions, their close relation- 
ship cannot be ignored in the setting 
up of any audit system. Many audit 
operations will necessarily depend upon 
the accounting elements. No matter 
how adequate and well-thought-out 
the audit system, it simply will not 
work unless the tools to make it work 
are available, and chief among those 
tools is a good accounting system. 
Any plan of internal audit procedure, 
therefore, must be developed to co- 
ordinate with the accounting system; 
otherwise it will not function. One 
unexpected and profitable result of 
planning an audit system may be the 
uncovering of unsuspected weaknesses 
in the bank’s accounting set-up. It 
has happened! 

While specific audit methods must 
be planned to meet the conditions in 
the individual bank, still it is possible 
to indicate, broadly, several steps in 
the approacff to the installation of an 
internal audit in any small bank. 
They are: 

1. Determine just what is to be 
audited and how. The daily statement 
makes an excellent starting point. 
Simply run down the list of items, 
check each item to be audited, and 
indicate the audit method for each 
one. 

2. Having thus developed the what 
and the how of the audit, draw up a 
written, detailed plan of procedure 
covering the entire audit which it is 
proposed to install. The method of 
auditing for each item has been noted 
on the daily statement list. These 
individual transactions must now be 
fitted into a co-ordinated plan, which, 
in turn, must be integrated with the 
routing of work through the bank. 
The plan should also indicate those 
matters which are subject to audit 
from day to day and those which are 
to be audited either monthly or at 
other intervals. This plan is the blue- 
print of the audit as a whole. While 
the plan must be adequate, it should 
be as simple as conditions will allow. 
There’s no point in making audits or 
collecting data for which there is no 
real use. There is a real danger in 
setting up an elaborate and complex 
audit procedure: the operation of such 
a system tends to become an end in 
itself, whereas the only true value of 
an internal audit is what the bank 


gets out of it in terms of protection and 
useful information. 

3. Now break down this “master 
plan” into its constituent parts. 

4. Assign the various parts 0! the 
work to the respective employees who 
are to be responsible for them. 

5. Specify what reports are to be 
made to the supervisor of the audit, 
by whom and on what dates. Direct 
that each report be signed or at least 
initialed by the person making it. 

6. Specify that the supervisor of 
the audit make a monthly or other 
periodical report to the president, 
accompanied by the sustaining reports 
of other employees. By checking this 
report against his copy of the “‘master 
plan” the president will be able to 
audit the supervisor of the audit. 

The master plan of the internal 
audit may be well developed, the 
procedure may mesh perfectly with the 
conditions in the particular bank, and 
the individual employees may carry 
out their assigned parts faithfully, 
but there is still another ingredient 
essential to the success of the whole 
program: tact and good judgment on 
the part of the officer responsible for 
the job. 

For that, of 
formula! 


course, there’s no 


TRUST 
ADVERTISING 


(CONTINUED FROM PAGE 24) 


“In all our booklets we pay particu- 
lar attention to two things. We want 
all our pieces to have the ‘you’ idea. 
We want to tell a man what trusl 
service will do for him and his family. 
not what it is or how it works. The 
automobile companies have long since 
learned that people are not nearly so 
interested in the mechanical insides 
of a car as they are in whether it will 
take them where they want to go- 
safely, comfortably and economically. 

“Secondly, we want our booklets by 
their content and appearance to reflect 
the character of our bank.” 

Ernest F. Tillson, trust officer. 
Harvard Trust Co., Cambridge, Massa- 
chusetts, who after graduating from 
Dartmouth completed a course in law 
and entered trust work, gives an 
interesting description of the manner 
in which his institution has developed 
a highly successful trust business in @ 
suburban community where the I. Q 
of the average resident is extremely 
high. 

““A review of our trust new business 
during the past few years proves thal 
contact with the prospect has been 
the deciding factor in obtaining ne¥ 
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business,” states Mr. Tillson. “The 
focal objective of trust advertising is, 
therefore, establishing contacts. 

“In this academic community we 
have maintained a policy of not 
aggressively soliciting business. Here, 
as in many other localities, the best 
prospects are definitely resentful of 
anything that resembles a too eager 


effort for the acquisition of trust new 


business. 
“Our problem of contact is further 


complicated and made competitive by 
our proximity to the larger trust 


institutions of Boston, and the fact 
that a large proportion of our residents 
are engaged in business there. 

“Four years ago we compiled a mail- 
ing list of 3,000 prospects. Inten- 
tionally we used a large list because of 
the many new residents who are com- 
ing to Cambridge and other near-by 
suburban districts. As we do not use 
the daily papers for our advertising, 
we wished to reach as large a market as 
possible through our direct mail efforts. 

“Attorneys received our immediate 
attention through subscriptions to 
helpful journals that we issued from 
time to time. We have maintained a 
‘simon-pure’ attitude toward the Bar 
and refer to the customer’s lawyer on 
all matters. Our cultivation has 
developed several new attorney con- 
tacts that are producing business for 
us. 


“In particular, a review of our con- 


| tacts established with Agency Account 


customers shows that these contacts 
were made with little ‘sales resistance,’ 
and the amount of additional services 
eventually used by these customers 
proves most conclusively the value of 
the increasingly popular Agency Ac- 
count.” 

The value of persistency in trust 
advertising and also close co-operation 
between the trust and advertising 
departments is stressed by Harold P. 
Klein, who since his graduation from 
Notre Dame University has followed 
a career in banking and who, as 
assistant vice-president of the Iowa- 
Des Moines Bank & Trust Company, 
has done outstanding work in directing 
the advertising of Iowa’s largest bank- 
ing and trust institution. 

“Experience has convinced us,” says 
Mr. Klein, “that persistent promotion 
is essential if a trust department is to 
grow and prosper, just as good seed and 
careful cultivation are necessary to 
produce a bumper crop on Iowa farms. 
Wher our bank’s advertising budget 
IS set up each year, a substantial sum 
is allotted for ‘selling’ the services of 
our trust department. This promo- 
tion includes a number of forceful 
hewspsper advertisements throughout 


the year, attractive ‘human interest’ 
posters in our lobby and windows 
focusins attention on various trust 
departinent activities, and a monthly 
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mailing piece sent to a carefully 
selected list of prospects who can profit 
by using trust department services.” 

J. W. Garthwaite, vice-president and 
trust officer of Bank of America, San 
Francisco, is especially well equipped 
to discuss trust advertising from the 
viewpoint of a state-wide institution 
with many branches. 

“In order to carry on a trust business 
in a system of branches throughout a 
state as large as California, the state 
has been divided into trust districts,” 
Mr. Garthwaite explains. ‘“‘Each dis- 
trict is in charge of an experienced 
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trust officer domiciled at a central 
point where trust administration is 
carried on for the surrounding terri- 
tory. 

**At each branch in which trusts are 
administered there has been estab- 
lished a trust committee composed of 
the branch manager, the district trust 
officer, and other officers familiar with 
local conditions and acquainted with 
the customers of the bank —our best 
trust prospects. 

“As a special service and to show 
how the trust department keeps con- 
stantly abreast of changing times, we 
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mail each month to a list of customers 
and other friends a publication called 
‘Facts That Concern You.’ This is 
prepared by the trust department 
staff, and contains current informa- 
tion on legislation, taxation, court deci- 
sions, and other matters affecting 
property.” 

Thoburn Mills, a graduate of Ohio 
State University, John Marshall Law 
School and the Graduate School of 
Banking, directs the trust new busi- 
ness activities of the National City 
Bank of Cleveland. He is vice- 


(CONTINUED FROM PAGE 27) 


“Aaron, what are you up to?” she 
inquired with a flash of alarm. 

“Oh, nothing. I’m sending Pickle 
a valentine. We’ve been neighbors 
for years.” 

““Hm’f, better not scratch him the 
wrong way. He’s nervous as a witch, 
and quick-acting.”’ 7 

“Oh, Caleb will understand,” purred 
Mr. Clutchbill absently as he scanned 
the note again. 


“Comrade: 
Noticed you in bank lobby to- 
day. Don’t do it. Meeting in 


president and trust officer of this 
institution. 

“Many successful football coaches 
believe that a good offense is the best 
defense; this is equally true in develop- 
ing trust new business,” points out 
Mr. Mills. “The best way to encour- 
age healthy growth in trust business 
volume is to keep pounding away at 
the trust prospect line with material 
designed to show the need for trust 
services, the benefits to be enjoyed 
from the use of trust services, and the 
way to obtain these services. 
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DIRECTOR CLUTCHBILL 


Watch 
We lead 


sugar house Thurs. night 
for a sign at moonrise. 
the way. 
Sh-h! 
Lieut. of Mine Camp.” 


That evening Mr. Clutchbill stole 
out into the darkness and pushed his 
“valentine” under old Mr. Pickle’s 
kitchen door. Before leaving he 
worked around behind the house and 
viewed under the first glow of moon- 
light a formal garden now overgrown 
with weeds. In the center an old 
cracked sundial rose on a_ pedestal 
from a thicket of brush. Taking 
advantage of patches of cover the old 
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director crept around between a kitchen 
window and the sundial. He was 
not surprised at something he had 
already suspected; the sundial was 
silhouetted against the face of the 
rising moon. To the east across the 
little valley of Hound Brook a ragged 
lacework of maple branches rose against 
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tion is the most effective way to get 
action, rather than direct mail adver- 
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between the two. Solicitation is the 
YOU appeal. Advertising is the 
GENERAL appeal. However, both 
are essential in the development of 
trust new business.” 



























the brightening sky. Beneath the 
branches, unseen, was old Pickle’s 
sugar house disused for many sugar- 
making seasons. Mr. Clutchbill, from 
long acquaintance with the locality, 
fitted it easily into its place in the 
black ribbon of forest, and now before 
leaving he marked it down for use in 
an adventure which his old crony, 
Cal Bannister, asserted to be a “‘leetle 
risky.” 

The following evening was an ex- 
tremely fine sample of weather for the 
coming business. The sky had a 
mellow, even luster glinting with pale 
amber stars. Before the moonrise 
Mr. Clutchbill hid in Mr. Pickle’s 
garden. He was in the lilacs beside 
the sundial. He had just completed a 
sinister act. The sundial now sported 
a bonnet, a black German helmet. The 
moon would light it up like a calla 
lily. At the moment, Mr. Clutchbill’s 
attention was riveted on a lemon slit 
of light which ran up one side of 
Mr. Pickle’s kitchen curtain. He was 
certain old Pickle’s chin was hooked 
on the window sash waiting wild- 
eyed for that “sign at moonrise” 
mentioned in the mysterious note 
pushed under his door. 

The awaited moment crept close. 
Suddenly the moon looked over Hound 
Brook woods. It saw the helmet and 
turned pale; Mr. Clutchbill thought it 
was going back behind a cloud. But 
no... it reached out a silvery hand 
and touched Mr. Pickle’s window. 
Cautiously one side of the curtain 
curled back in horror. A black, spike- 
topped silhouette of a German helmet 
was visible in the garden. The kitchen 
shade jerked tight. Old Pickle was 
catching his breath. 

Then, without warning, a new flame 
bit Hound Brook woods. It was 4 
pencil of light from old Pickle’s sugar 
house ‘window. Cal Bannister had 
not failed. Mr. Clutchbill’s ancient 
crony had, according to plan, hung 4 
lantern behind the windowpane. It 
was a sign. Mr. Clutchbill started. 
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He crept to the house and rapped 
boldly on the kitchen door. A jaw- 
hanging silence crawled by, broken at 
times by a faint creeking on the floor 
within, and then: 

‘Who is it? What’s wanted?” 

“Tt’s me, Aaron Clutchbill.” 

The door opened a crack. Old 
Pickle’s feathered face looked out 
with alarmed owl-like eyes. 

“Someone’s got a fire over in your 
sugar house, Caleb. Maybe it’s all 
right, but I thought I’d better stop 
and tell you.” 


A startled look shot over Mr. 
| Pickle’s face. He opened the door 
wider. “Step in, Aaron. Something 


strange is going on around here.” 

“Eh, what’s up?” Mr. Clutchbill 
entered. 

Without a word Caleb Pickle scuffed 
across the room and bent back an 


edge of the east window shade. He 
focused one eye through the slit. His 
back gave a sudden twitch. 

“There is a fire there. Gol darn 


’em! It won’t be long.” 

Old Pickle with reaching hands 
sailed out into the kitchen. In four 
seconds he had lifted a giant rifle off 
its deer antlers above an ancient fire- 
place. 

“Caleb! What you doing?” Mr. 
Clutchbill started forward in alarm. 

“l’m going to take a shot at that 
lighted sugar house window.” 

“You might kill somebody!” 

“*Twon’t do no harm if I wing one 
of ’em. There’s fifth column sneaks 
working in this valley.” 

“You wait, Caleb!’ 


MB. Clutchbill was fully alarmed at 

the turn things had taken. He had 
asked Cal Bannister to place that 
light in the sugar house. And at this 
very moment his old crony might be 
sitting just behind the window. 

“She'll jump ’em!”’ squalled Caleb 
placing the rifle on the kitchen table 
while he pawed fretfully in a corner 
cabinet. ‘‘Yes, she’ll reach ’em,” he 
croaked. ‘“‘She was a famous old 
turkey rifle. Where—gol darn it!— 
is that powder horn?” 

“Don’t be a fool, Caleb!’ Mr. 
Clutchbill glared at the great rifle. 
If he grabbed it and ran, Caleb Pickle 
would become an enemy for life. But 
he knew he’d just have to protect Cal 
Bannister. 

“tt must be in my chest upstairs,” 


squalled old Pickle in an irritated 
Volvo. He started with determined 
Steps for the back stairs. 


‘ir, Clutchbill turned for the door, 
then stopped. He realized he could 
hever make it in time to warn Cal. 
His eyes froze on the rifle. Suddenly 
he siarted forward. He’d spike the 
rifle. He glanced along the ledge over 
the fireplace. There’d be old-fashioned 
hardwood toothpicks in that kitchen. 


A tiny green glass caught his eye. In 
ten seconds he was driving a toothpick 
into the priming hole of the old rifle. 
He broke it off, lowered the hammer 
and fled for the door; it would delay 
things till that toothpick was burned 
out with a red-hot wire. 

Mr. Clutchbill never knew how he 
got across those fields and over brush- 
infested fences in the moonlight. His 
tongue was jammed against the roof 
of his mouth during the last lap before 
he entered the edge of the woods where 
the shabby old sugar house betrayed 
its presence by the yellow glow of its 
one window. Reeling wildly, the old 
director staggered to the door and 
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reached for the wooden latch. A 
sudden crash of window glass made 
his hand jerk back. The sharp report 
of a distant rifle whipped through the 
moonlight. For a split second Mr. 
Clutchbill’s heart stopped. Then he 
plunged through the door. 
“Cal!” gasped the old gentleman. 
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the best possible impression by using PARSONS RECORD 
PAPERS for letterheads, records and documents of all kinds. 


Backed by 80 years’ experience, theyare without peerinthe 
fine paper field. Cotton fibers give them strength to with- 
stand hard use, then last for generations without showing 
signs of wear. The smooth writing surface can’t be harmed 
by erasures or thumbing. Write for samples today. 


Sample books of these grades can be obtained from your Printer, 
Lithographer, Parsons Merchant or direct from the mill. 
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DEFENDUM LEDGER - MERCANTILE RECORD - PARSONS INDEX 
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Back from a window from which he 
had just leaped stood Cal Bannister. 
A twisted corncob pipe hung from his 
clinched teeth. With a strange look 
he took it from his mouth. Half of 
the shattered cob remained hanging 
on the stem. 


“Call” Mr. Clutchbill plunged 
forward. ‘Cal, are you all right?” 
“I ...I guess so.” Cal felt his face 


over and looked at his hand. 

“IT thought I’d never make it.” 
Mr. Clutchbill took hold of Cal’s arm 
and looked him all over. “Caleb 
Pickle was so excited he got out his 
rifle, the crazy fool. I spiked the 
priming hole, but he got it out some- 
how. You get home. I’ll attend to 
this. Let me have that pipe.” 

Twenty minutes later Director 
Clutchbill was pounding on Caleb 
Pickle’s kitchen door. 


COURT DECISIONS 


(CONTINUED FROM PAGE 30) 


was on the present holder to prove 
that it acquired title to the note as a 
holder in due course.” 

Thus, where it appears that the 
title of a prior holder or negotiator of 
the note was defective, the bank hold- 
ing the note must prove every fact 
necessary to establish its position as a 
holder in due course. This burden is 
thrust upon the bank, not because the 
bank is at fault in any way, but 
because of something that happened 
before the note came into the bank’s 
hands. (Palmer vs. Associates Dis- 
count Corporation, 124 Federal Re- 
porter, Second Series, 225.) 
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Fraud By ‘‘Intention’’ 


The maker of a negotiable note, 
when sued by the payee in the Kansas 
courts, set up the defense that the 
execution of the note by him was 
induced by fraud. Specifically, he 
claimed that he was assured that the 
proceeds of the note would be used to 
obtain oil drilling machinery within a 
few days for use in connection with 
certain oil land rights in which he was 
interested. Actually, the machinery 
was not obtained and, the maker 
asserted, the persons giving him those 
assurances had at the time no hope 
or intention that the money raised on 
the note would be used for that pur- 
pose. 

Discussing the defense thus based 
on the alleged false representations, 
the Supreme Court of Kansas said: 

“It is argued that the fraudulent 
representations, even if made, were not 
actionable because they related to 
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“Caleb, you’ve been a fool.” he 
shouted the moment he got in. “I 
wasn’t in time . . . look at that!’ 
Mr. Clutchbill held out the shattered 
pipe. “Get that rifle out of sight and 
everything that goes with it. No 
telling how many heard it, or how 
many will be here.” 


ALEB Pickle looked with rarrowed 

eyes at the old director. ‘Aaron, 
only you and I know who fired that 
shot. You going to tell?” 

“T’ll be making up my mind. I 
don’t dare stay here another minute. 
You come down to the bank in the 
morning. And, eh, bring your safe 
deposit key with you.” 

It was not long after nine the next 
morning when Caleb Pickle hurried 
his ancient bones into the bank lobby. 
While he gained entrance to the vault 
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what was to be done in the future; that 
is to say, the drilling machinery was to 
be brought in within the next few 
days, and cases are cited applying the 
general rule that fraudulent representa- 
tions, in order to be actionable, should 
apply to existing or past matters and 
not to those which are to take place 
in the future. This is a well-established 
rule and may be supported by many 
authorities. 

“To prevent it, however, from being 
an aid to fraud there are limitations to 
the broad statement of that rule. If, 
when the representations are made 
respecting what is to be done in the 
future, there is no real intention on the 
part of the person making such a 
representation to do in the future the 
thing represented, the then existing 
false intention is sufficient to form the 
basis of liability for false .representa- 
tion.” 

The question of whether or not such 
a “false intention’ existed when the 
representation was made, should be 
determined, the court thought, by a 
jury. If a jury should decide that 
such a “false intention” did exist, then 
the note would not be enforceable 
because of the “fraud” used to induce 
the maker to sign it. (Olsburg State 
Bank vs. Anderson, 119 Pacific Re- 
porter, Second Series, 515.) 
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Payments After Suit Filed 


Three installment notes matured 
and remained unpaid. After the payee 
started suit against the makers of the 
notes, the makers paid the past due 
installments. In spite of these pay- 
ments, however, the payee proceeded 


and began bumping his safe deposit 
box around Mr. Clutchbill rose in the 
front office like a surgeon preparine for 
an operation. With a slow professionaj } 
swing to his coat tails the old director | 
stepped forward, a defense bond order | 
blank in one hand. 

“You all right, Caleb?” said Mr. | 
Clutchbill in a guarded voice, standing | 
in the vault entrance. 

“Um,” muttered old Pickle. 
“*Eh, Caleb, it looks like Uncle Sam 
and you and me have got to stick 
together.” Mr. Clutchbill reached 
out a hand for the $5,000. 

Old Pickle plucked the bundled | 
20’s out of his box. “I didn’t think } 
anybody was behind that light in the | 
sugar house window. Eh, Aaron, you 
won’t tell?” 

‘‘Mum’s the word, Caleb,” nodded 
the old director solemnly. 















with the suit for the unpaid balance. F 

The defendant makers asserted that, 
by accepting the installments after fj 
suit started, the payee had waived the 
maturity which had ensued under an ff 
acceleration clause for default in the 9 
installment payments, and reinstated ff 
the notes to their original status. 

Ruling in favor of the payee, the F 
Federal court said: 

“The record shows that after suit 
filed, the plaintiff payee accepted pay- 
ment of past due installments. Nothing 
in the record, however, contradicts and 
all of it supports the finding that the 
default was not waived, the notes 
were not reinstated and that plaintifl 
is entitled to judgment for the amount 
due and unpaid on them.” (Herwick 
vs. C. I. T. Corporation, 123 Federal 
Reporter, Second Series, 989.) 

This decision follows the general 
rule that a late payment does nol 
necessarily “‘undo” a default unless the 
creditor entitled to the money is will- 
ing that it should. 
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(CONTINUED FROM PAGE 25) 


is lighted with a band of decorative ff 
neon tubing behind the name. The 
banking room is long and narrow with fF 
all furniture in pale gray oak. Low 
glass partitions on the counter mark 
tellers wickets. Room for expansioi 
is provided behind the manz«gers 
office at the end of the banking room. 
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